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INTRODUCTION 


Recycling  older  buildings  to  new  uses  has  found  increasing  accepta- 
bility within  the  United  States.     In  recent  years,   for  a  variety  of 
different  reasons  -  high  construction  and  labor  costs,   tight  money 
and  changes  in  traditional  land  use  patterns  -  more  and  more  devel- 
opers and  municipalities  have  begun  to  consider  and  encourage  the 
re-use  of  inner  city  buildings  as  an  economic  development  activity. 
In  New  York  City,  and  in  Manhattan  in  particular,  non-residential 
buildings  are  being  converted  to  residential  uses  at  an  increasingly 
rapid  rate. 

As  industrial  activity  in  the  City  has  declined  and  use  patterns 
have  shifted,  underutilized  space  has  provided  an  opportunity  for 
residential  conversion.     Over  time,  with  changes  of  city  policy  in 
zoning  and  tax  programs,  building  conversion  has  become  a  major  form 
of  housing  development.     The  current  high  demand  for  housing  in  con- 
verted buildings  has  reinforced  the  need  for  careful  consideration 
of  the  impact  of  these  conversions  on  the  city's  job  base. 

Over  the  past  six  years,  the  City  Planning  Commission  has  undertaken 
several  important  zoning  changes.     The  first,   in  the  SoHo  industrial 
area  in  1971,  was  made  in  response  to  the  needs  of  artists  for  large, 
inexpensive  space,  then  available  in  underutilized  buildings.  Sub- 
sequently, other  zoning  changes  were  made  in  SoHo  in  1976,   and  in 
Lower  Manhattan   (Tribeca)   in  1976.     These  industrial  zones  exhibited 
similar  patterns  of  industrial  use  and  residential  opportunity. 

In  developing  these  zoning  changes,  the  Commission  sought  to  achieve 
three  major  policy  objectives: 

1.  Insure  the  economic  viability  of  industrial  and  commercial 
building  types; 

2.  protect  manufacturing  jobs  from  the  impacts  of  unregulated 
conversion  activity; 

3.  provide  new  housing. 

The  accelerated  rate  of  current  conversion  activities  has  created 
major  problems  relating  to  the  effectiveness  of  present  City  poli- 
cies and  programs  for  both  industrial  and  manufacturing  use  and 
housing.     These  procedures  are  of  concern  to  business,   labor  and 
community  groups. 

This  study  was  undertaken  to  understand  the  scope  and  nature  of 
building  conversion  activities  in  Manhattan  in  enough  detail  to 
identify  land  use,  economic,  and  housing  development  issues. 

This  report  provides  background  information  describing  the  extent 
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of  conversions  in  areas  where  such  activity  is  taking  place 
(Chapter  1) ;     analysis  of  manufacturing  activity  in  industrial  and 
commercial  zones  where  substantial  number  of  conversions  exist 
(Chapter  2) ;     the  institutional  framework  currently  regulating  re- 
sidential conversions    (Chapter  3) ;     analysis  of  the  residential  con- 
version development  process,   based  on  representative  case  studies 
(Chapter  4);     and  identification  of  major  issues  in  enforcement, 
land  use  and  housing    (Chapter  5). 

Several  major  conclusions  can  be  drawn  from  the  study: 

1.  Residential  re-use  of  industrial  and  commercial  buildings  is 
taking  place  at  a  significant  level.     This  activity  is  a  result 
of  some  major  changes  in  the  City's  economic  base.     Reduced  de- 
mand for  industrial  and  secondary  office  space  in  Manhattan  has 
created  high  vacancy  rates  in  older  business  properties.     At  the 
same  time,   there  is  an  increasing  market  demand  for  this  space 
for  residential  use.     The  residential  re-use  usually  requires  a 
substantial  investment  and  thus  is  an  important  new  form  of  eco- 
nomic development. 

2.  At  present  conversion  activities  are  largely  unregulated,  taking 
place  outside  the  City's  established  policy  and  enforcement 
framework.     Of  the  nearly  1,000  buildings  having  three  of  more 
occupied  housing  units  identified  by  the  Study,  only  87,  less 
than  10%,  have  valid  Certificates  of  Occupancy  for  residential 
use . 

3.  Residential  re-use  of  non-residential  buildings  has  created  im- 
portant policy  concerns: 

a)  The  impact  of  a  strong  residential  demand  on  space  occupied 
at  present  by  business  uses,  and  the  continued  business  use 
of  such  space. 

b)  The  adequacy,  with  respect  to  health  and  safety,  of  housing 
being  created  by  an  ad  hoc,  unregulated  conversion  process, 
and  its  potential  hazard  and  liability  to  the  public,  indi- 
viduals, and  property. 

c)  Adequate  protection  for  tenants,  cooperators  and  property 
owners  in  an  unregulated  new  form  of  housing  development. 

These  concerns  are  primarily  related  to  the  ineffectiveness  and  in- 
consistency of  present  land  use  and  conversion  policies  and  programs. 
Many  City  land  use  programs  and  polciies  are  inappropriate  because 
they  are  aimed  at  traditional  development  and  they  do  not  reflect  the 
issues  created  by  building  conversion  as  a  new  form  of  housing  devel- 
opment.    Where  housing,   economic  development  and  zoning  programs  have 
been  established  to  respond  to  specific  problems,   they  have  been  cre- 
ated by  separate  City  agencies,  with  a  lack  of  economic  balance  in 
types  of  control,   incentives  and  subsidies.     The  result  is  often  in 
conflict  with  the  City's  economic  and  housing  objectives. 
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4.     Without  adequate  enforcement  and  inter-agency  coordination  of  a 
comprehensive  program,  any  new  actions  undertaken  by  individual 
agencies  will  not  be  effective  in  dealing  with  the  serious  is- 
sues raised  by  this  form  of  economic  development. 

The  major  recommendation  of  this  Study  is  that  a  two  part  strategv 
be  adopted.     Necessary  work  should  be  undertaken  by  an  intergovern- 
mental committee,  chaired  by  the  Chairman  of  the  City  Planning  Com- 
mission.    The  groups  should  be  made  up  of  the  Department  of  City 
Planning,  the  Mayor's  Midtown  Action  Office,  and  other  related  City 
and  State  agencies  and  undertaken  with  the  cooperation  of  real  es- 
tate, industry  and  labor  groups,  and  the  affected  Community  Boards. 


PART  ONE:     Rationalizing  the  Existing  Situation 

This  will  require  specific  actions  related  to  current  existing  illegal 
conversions,   for  which  elimination  is  not  a  viable  solution;  and 
actions  intended  to  reduce  the  incidence  of  future  illegality  through 
improved  enforcement.     Necessary  actions  are  of  three  types: 

A.  Improved  procedures,  related  to  pragmatic  consideration  of  the 
conversion  development  process,   in  the  Building  Code,   Zoning  and 
Certificate  of  Occupancy  procedures.     Changes  to  the  administra- 
tive framework  intended  to  make  conformance  easier  and  simpler 
should  be  made. 

B.  Zoning  changes  to  Article  V  of  the  Zoning  Resolution  to  permit 
continued  manufacturing  use  in  some  Commercial  Zones,   should  be 
enacted  at  the  same  time  that  changes  to  the  Building  Code  and 
Zoning  to  permit  sandwiching  of  uses  and  use  separation  on  the 
basis  of  hazard,  are  developed. 

C.  Improvement  to  enforcement  procedures,  without  which  any  policy 
or  program  changes  would  be  of  limited  utility,  must  be  enacted. 


PART  TWO:     Establishing  a  Coordinated  Land  Use  and  Development  Pro- 
gram 

This  must  be  coordinated  with  other  City  and  State  agencies,  real 
estate,  business  and  labor  groups,  and  Community  Boards. 

Work  on  this  program  should  begin  immediately  in  the  following  areas: 

A.  Develop  a  new,  mixed  use,   zoning  concept. 

B.  Improve  existing,  and  develop  necessary  new,   industrial  and  job 
related  economic  programs . 

C.  Revise  housing  programs  to  reflect  the  issues  and  problems  in- 
herent in  building  conversion. 

To  implement  these  strategies,  the  report  recommends  that  specific 
actions  be  undertaken. 
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CHAPTER  ONE 


CONVERSION  AREAS 

To  identify  Conversion  Areas  in  Manhattan,   the  Recycling  Task  Force 
drew  preliminary  Conversion  Area  boundaries  on  the  basis  of  zoning 
districts  in  which  conversion  activity  was  likely.     Next,  data  was 
compiled  on  the  location  of  industrial  buildings  and  of  residential 
conversions  of  industrial,  hotel  and  office  buildings.     This  data 
was  summarized  ,in  two  sets  of  maps,  which  were  then  used  to  refine 
the  Conversion  Area  boundaries . 


IDENTIFICATION  OF  CONVERSION  AREAS 

On  the  basis  of  the  following  criteria  special  boundaries  of  conver- 
sion areas  were  drawn. 

1.  Manufacturing  zones  in  which  conversions  are  legal   (SoHo:  M1-5A 
and  M1-5B;  NoHo :  M1-5B) 

2.  Manufacturing  zones  in  which  conversions  are  legal  and  the  sur- 
rounding C6  zones  in  which  there  are  clusters  of  converted  build- 
ings   (Tribeca:   LMM  and  C6-4) 

3.  Manufacturing  zones  with  the  potential  for  conversions  and  the 
surrounding  C6  zones  in  which  there  has  been  substantial  conver- 
sion activity   (Midtown  South:  Ml-5,  Ml-6,  C6-1,  C6-2,  C6-4) 

4.  Commercial  zones  in  which  there  has  been  substantial  conversion 
activity   (Northeast  Village  and  Bowery:  C6-1,  C6-2,  C6-4) 

5.  Mixed  areas  in  which  there  has  been  some  conversion  activity 
(West  Village:  Ml-5,  C8-4,  C6-3,   R6 ;  Midtown  CBD  C5-2 ,  C5-3, 
C6-2,  C6-6;   Lower  Manhattan  CBD:  C5-3,  C5-5,  C6-4;  Madison 
Square:  C5-2,  C5-3,  C6-1,  Cl-6,   R8 ;  Murray  Hill:  C5-3,  R7-2, 
RIO) 

6.  Manufacturing  zones  in  which  there  has  been  some  conversion  ac- 
tivity  (Graphic  Arts  Center:  Ml-6,  M2-4) 

7.  Manufacturing  area  with  little  conversion  activity  but  with  po- 
tential for  future  conversions    (Chelsea:  Ml-5,  M2-3;  Clinton: 
Ml-5,  M2-3 


LOCATION  OF  INDUSTRIAL  BUILDINGS 

Industrial  buildings  are  located  throughout  Manhattan ' s  Central 
Business  District  in  Manufacturing,  Commercial  and  Residential 
zones.     In  order  to  document  and  map  these  locations,   the  Recycling 
Task  Force  compiled  working  maps  from  Department  of  City  Planning 
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offices  which  had  done  prior  studies  of  industrial  areas.     The  San- 
born Manhattan  Land  Book  was  consulted  to  verify  building  types  of 
all  those  that  showed  up  on  these  maps.     All  loft  buildings,  ware- 
houses and  factories  were  then  plotted  on  a  set  of  maps  depicting 
all  the  buildings  in  Manhattan  south  of  59th  Street. 

The  Industrial  Building  Location  maps  show  in  black  tone  the  loca- 
tion of  every  such  building  known  to  exist  in  Manhattan's  CBD. 
Shown  in  dark  tone  are  the  manufacturing  zones  in  which  limited  re- 
sidential use  is  permitted,   and  in  light  tone  are  the  manufacturing 
zones  in  which  residential  use  is  not  permitted.     Shown  in  solid 
black  lines  are  the  C6  zones  which  were  surveyed  and  which  contain 
large  numbers  of  industrial  buildings.     Shown  in  broken  lines  are 
the  other  C6  zones  in  Manhattan. 

Manhattan  south  of  59th  Street  contains  4354  industrial  buildings. 
They  exist  in  almost  every  conversion  area  without  regard  for  zoning 
district  boundaries.     Tables  I  and  II  summarize  the  location  of  in- 
dustrial buildings  by  area  and  by  zone. 

Midtown  South  contains  the  greatest  number  of  industrial  buildings 
with  27.7%  of  the  total.     Tribeca  and  SoHo  follow  with  15.9%  and 
12.7%.     Each  of  the  other  conversion  areas  have  less  than  6.0%. 
However,   the  number  of  buildings  does  not  reflect  the  total  jobs  or 
square  feet  of  industrial  space  because  building  sizes  differ.  Mid- 
town  South,  which  has  Manhattan's  newest  and  largest  buildings  ac- 
counts for  31%  of  the  space  in  industrial  buildings  and  59%  of  the 
jobs.     Tribeca  and  SoHo,  with  Manhattan's  oldest  and  smallest  build- 
ings, account  for  only  4.6%  and  7.5%  of  such  space  and  3.7%  and 
11.2%  of  the  jobs. 

Because  of  market  demands  for  residential  conversions,  which  initi- 
ally occurred  mainly  in  smaller  buildings,   and  the  market  demands  by 
manufacturers  who  seek  larger  buildings,   the  areas  that  have  the 
smallest  buildings  have  had  the  greatest  number  of  conversions. 
Conversely,   the  areas  with  the  largest  buildings  have  had  the  least 
conversions.     Also,   residential  conversions  have  been  legal  in  SoHo 
since  1971  and  in  Tribeca  since  1976,  while  they  are  still  illegal 
in  Midtown  South. 

The  major  concentrations  of  industrial  buildings  are  in  the  Manu- 
facturing and  Commercial  Zones  of  certain  conversion  areas.  The 
Manufacturing  Zones  contain  2320  such  buildings  or  53.3%  of  the  to- 
tal, while  the  Commercial  Zones  contain  1900,  or  43.6%  of  the  total. 
Residential  Zones  account  for  134  buildings  or  3.1%. 

Midtown  South,  SoHo,  and  Tribeca  contain  three  quarters  of  the  in- 
dustrial buildings  in  Manufacturing  Zones,   almost  all  of  it  in  Ml 
zones  or  Ml  equivalents    (M1-5A,  M1-5B,  LMM) .     Midtown  South,  Tri- 
beca, and  the  Lower  Manhattan  CBD  contain  half  of  the  industrial 
buildings  in  Commercial  Zones,  with  the  remaining  half  distributed 
among  the  other  conversion  areas.     Most  of  the  Commercial  Zones  with 
industrial  buildings  are  C6  zones.     Industrial  buildings  in  Residen- 
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tial  Zones  are  concentrated  in  the  West  Village,  Midtown  South,  the 
Midtown  CBD,   and  areas  outside  the  Conversion  Areas. 


LOCATION  OF  CONVERSIONS 

A  commerical  or  industrial  building  was  considered  converted  if  it 
had  three  or  more  residential  units  prior  to  September  1977. 

The  Recycling  Task  Force  examined  the  following  sources  to  determine 
the  location  of  converted  buildings:     Buildings  Department  files  to 
locate  recent  major  alterations  and  Certificates  of  Occupancy;  Board 
of  Standards  and  Appeals  cases  to  determine  where  variances  were 
sought  for  converting  buildings;   Department  of  Housing  Preservation 
and  Development  to  locate  conversions  which  had  applied  for  J-51 
benefits;   and  the  State  Attorney  General's  Office  files  to  locate 
converted  buildings  which  are  being  turned  into  cooperatives.  The 
New  York  Times,  Village  Voice,  and  several  community  newspapers  pro- 
vided further  information,   and  Cole's  reverse  telephone  directory 
was  used  to  locate  residential  tenants  in  manufacturing  or  commer- 
cial buildings.     Field  surveys  were  made  to  verify  the  identified 
conversions  and  to  note  those  which  had  not  appeared  in  any  file. 

The  Residential  Conversions  maps  show  in  black  the  location  of  every 
such  building  identified  by  the  Task  Force.     Shown  in  dark  tone  are 
the  manufacturing  zones  in  which  limited  residential  use  is  permit- 
ted,  and  in  light  tone  are  the  manufacturing  zones  in  which  residen- 
tial use  is  not  permitted.     Shown  in  solid  black  lines  are  the  C6 
zones  surveyed  which  contain  large  numbers  of  industrial  buildings. 
Shown  in  broken  lines  are  the  other  C6  zones  in  Manhattan. 

As  of  September  1917,   1023  industrial  buildings  in  Manhattan  south 
of  59th  Street,  or  23.5%,  had  undergone  total  or  partial  conversion 
to  residential  use.     Table  III  summarizes  conversion  activity  by 
area.     Close  to  half  the  industrial  buildings  in  Madison  Square, 
NoHo,  and  the  Northeast  Village  had  undergone  some  conversion  acti- 
vity, one-third  in  SoHo  and  Tribeca,  one-quarter  in  Midtown  South 
and  Midtown  CBD,   and  less  than  10%  in  each  of  the  other  areas.  One- 
third  of  all  conversions  have  occurred  in  the  most  active  known  con- 
version areas  of  SoHo,  NoHo,  and  Tribeca,  another  third  in  Midtown 
South  area,  and  the  balance  was  scattered  throught  the  other  conver- 
sion areas. 

As  of  September  1977,  Certificates  of  Occupancy  were  issued  to  only 
8.5%  of  the  total  conversions.     Table  IV  presents  legal  status  of 
conversions.     Madison  Square,  Murray  Hill,   the  West  Village  and 
areas  outside  conversion  areas  had  the  highest  percent  legal  conver- 
sions   (87.5%,   50.0%,   50.0%  and  51.2%).     The  Northeast  Village  and 
the  Graphic  Arts  Center  had  about  one-third  legal  status  (34.0%, 
33.3%)   and  the  remaining  areas  were  less  than  10%  legal. 

Although  the  areas  with  the  highest  percent  legal  occupancies  are 
those  which  contain  mostly  zones  in  which  residential  use  is  legal, 
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zoning  is  not  the  crucial  determinant  of  legality.     Table  V  compares 
legal  conversions  and  illegal  conversions  by  zoning  in  each  area. 
In  the  most  active  conversion  areas  of  SoHo ,  NoHo  and  Tribeca,  as 
well  as  the  Bowery  and  Midtown  and  Lower  Manhattan  CBDs  more  than 
three-quarters  of  all  illegal  conversions  occur  in  zones  in  which 
legal  residential  occupancy  is  allowed.     Only  in  Midtown  South  are 
illegal  conversions  heavy  in  zones  in  which  residential  use  is  not 
allowed.     For  all  conversion  areas,  more  than  two-thirds  of  the  il- 
legal conversions  occur  in  zones  in  which  conversions  are  permitted. 
Thus  it  is  factors  other  than  zoning,   such  as  enforcement  and  market 
demand  which  are  more  responsible  for  illegality. 

Slightly  less  than  half    (47.1%)   of  all  legal  conversions  received 
J-51  tax  benefits.     Since  the  program  was  initiated  in  1976  for  con- 
verions,   68  of  the  87  conversions    (78.2%)  were  eligible.     Of  the 
projects  eligible  66.6%  applied  and  of  those  90.9%  were  granted. 
Table  VI  summarizes  recipients  of  J-51  tax  benefits  by  area.  Only 
4.0%  of  all  conversions,   legal  and  illegal,  received  J-51  benefits. 
Murray  Hill,  Midtown  CBD,  Midtown  South  and  the  areas  outside  con- 
version areas  have  the  greatest  percent  of  J-51  conversions. 

Only  one  legal  conversion  has  been  identified  as  having  occurred  prior 
to  1965.     From  1965  to  1972,   conversion  activity  was  light  ranging 
from  1  to  4  per  year.     Starting  with  1973,  they  rose  to  6  and  more 
than  doubled  each  year  to  36  in  1976.     In  the  first  eight  months  of 
1977  14  Certificates  of  Occupancy  were  granted.     As  the  rate  of  con- 
version activity  increases  each  year  more  dwelling  units  are  added 
to  the  City's  housing  market.     Estimates,  based  upon  size  of  build- 
ings for  each  conversion  area  add  up  to  more  than  10,000  new  dwell- 
ings units  as  a  result  of  conversions  over  the  past  decade. 
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RECYCLING  STUDY 

INDUSTRIAL  BUILDING  LOCATIONS  (9/77) 


■  WAREHOUSE/ INDUSTRIAL  BUILDINGS 

O  INDUSTRIAL  AND  WAREHOUSING  ZONES 

■  M'  ZONES  WHERE  ZONING  HAS  BEEN  CHANGED 
TO  LEGALIZE  RESIDENTIAL  OCCUPANCY 

—  C6*  ZONES 

—  C61  ZONES  SURVEYED 
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RECYCLING  STUDY 

RESIDENTIAL  CONVERSIONS  (9/77) 

■  COMMERCIAL  AND  INDUSTRIAL  BUILDINGS 

CONVERTED  TO  RESIDENTIAL  USE     (3  OR  MORE  UNITS) 

□  ZONES  WHERE  CONVERSIONS  ARE  PROHIBITED 

m  M'  ZONES  WHERE  ZONING  HAS  BEEN 
CHANGED  TO  PERMIT  CONVERSIONS 

—  C61  ZONES 

—  C6'  ZONES  SURVEYED   
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NO.  OF 
INDUSTRIAL  BLDG 

PERCENT  OF  AL 

L  INDUSTRIAL  BUILDINGS  IN: 

CONVERSION  AREAS 

%  OF  ALL 
BUILDINGZ 

MANIIFAfTIIRTMr; 

ZONES 

COMMERCIAL 
•  ZONES 

RESIDENTIAL 
70NFS 

SOHO 

555 

12.7 

23  1 

NOHO 

125 

2.9 

TRIBECA 

691 

15.9 

21  0 

10.  7 

LOWER  MANHATTAN  CBD 

* 

249 

5.7 

13. 1 

WEST  VILLAGE 

110 

2.5 

3.0 

1 . 5 

9.7 

GRAPHIC  ARTS  CENTER 

48 

1.1 

2.1 

NORTHEAST  VILLAGE 

116 

2.7 

6.1 

MADISON  SQUARE 

126 

2  9 

6. 1 

MURRAY  HILL 

26 

0.6 

1.4 

BOWERY 

121 

2.3 

6.4 

MIDTOWN  SOUTH 

1204 

27.7 

30.9 

25.2 

6.7 

MIDTOWN  CBD 

C  J  1 

b.  3 

11.5 

9.0 

CHELSEA 

143 

3.3 

6.2 

CLINTON 

151 

3.5 

6.5 

OUTSIDE  AREA 

458 

10.5 

1.1 

17.5 

74.6 

ALL  AREAS 

4354 

100.0 

53.3 

43.6 

3.1 

TABLE   II   -  PERCENT  OF     INDUSTRIAL  BUILDINGS   BY  AREA  AND  ZONE 


CONVERSION  AREA 

ALL 

INDUSTRIAL 
BUILDINGS 

TOTAL 

CONVERSIONS 

CONVERSIONS 
AS  PERCENT  OF 
INDUSTRIAL 
BUILDINGS 

AREA 

CONVERSIONS  AS 
PERCENT  OF  ALL 
CONVERSIONS 

SO  HO 

555 

178 

32.1 

17.4 

NOHO 

125 

58 

46.4 

5.7 

TRIBECA 

691 

224 

32.4 

21  .9 

LOWER  MANHATTAN  CBD 

249 

13 

5.2 

1.3 

WEST  VILLAGE 

no 

10 

9.1 

1 .0 

GRAPHIC  ARTS  CENTER 

48 

3 

6.2 

0.3 

NORTHEAST  VILLAGE 

116 

56 

48.2 

5.0 

MADISON  SQUARE 

*  126 

8 

6.3 

5.5 

MURRAY  HILL 

26 

2 

7.7 

0.8 

BOWERY 

121 

51 

42.1 

0.2 

MIDTOWN  SO. 

1204 

320 

26.6 

31 .3 

MIDTOWN  CBD 

231 

59 

25.5 

5.8 

CHELSEA 

143 

0 

0.0 

0.0 

CLINTON 

151 

0 

0.0 

0.0 

OUTSIDE  CONVER.  AREA 

458 

41 

9.0 

4.0 

ALL  AREAS 

4354 

1023 

23.5 

100.0 

TABLE   III   -  CONVERSIONS   BY  CONVERSION  AREAS 
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TOTAL 

CONVERSIONS 

LEGAL 

ILLEGAL 

CONVERSION  AREA 

# 

% 

# 

% 

SOHO 

178 

13 

7.3 

165 

Q? 
y  c  , 

7 

t 

NOHO 

58 

2 

3.4 

56 

j  o 

c 

0 

TRIBECA 

224 

5 

2.3 

219 

07 

7 

LOWER  MANHATTAN  CBD 

13 

0 

0 

13 

i  nn 

1  uu  < 

n 
u 

WEST  VILLAGE 

10 

5 

50.0 

5 

50 

u 

GRAPHIC  ARTS  CENTER 

3 

1 

33.3 

2 

67 

4 

NORTHEAST  VILLAGE 

56 

19 

34.0 

37 

n 
u 

MADISON  SQUARE 

8 

7 

87.5 

1 

1  0 

1  ^  . 

b 

MURRAY  HILL 

2 

1 

50.0 

1 

50. 

0 

BOWERY 

51 

2 

3.9 

49 

96 . 

1 

MIDTOWN  SO. 

320 

1  0 

3  1 

o  i  yj 

96  . 

9 

MIDTOWN  CBD 

59 

1 

1  .7 

58 

98. 

3 

CHELSEA 

0 

0 

0 

0 

0 

CLINTON 

0 

0 

0 

0 

0 

OUTSIDE  CONVER.  AREA 

41 

21 

51  .2 

20 

48. 

2 

ALL  AREAS 

1023 

87 

8.5 

936 

91  . 

5 

TABLE  IV  -  CONVERSIONS  BY  STATUS 
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CONVERSION  AREA 

TOTAL 

CONVERSIONS 

WITH  J-51 
BENEFITS 

AS  PERCENT 

OF  TOTAL 
CONVERSIONS 

AS  PERCENT  OF 

TAT"  A  1       1   C  H  A  1 

TOTAL  LEGAL 
CONVERSIONS 

SOHO 

178 

6 

3.4 

46.2 

NOHO 

58 

0 

TRIBECA 

224 

1 

0.4 

20.0 

LOWER  MANHATTAN  CBO 

13 

0 

WEST  VILLAGE 

10 

2 

20.0 

40.0 

GRAPHIC  ARTS  CENTER 

3 

0 

NORTHEAST  VILLAGE 

56 

8 

14.3 

42.1 

MADISON  SQUARE 

8 

3 

37.5 

42.3 

MURRAY  HILL 

2 

1 

50.0 

100.0 

BOWERY 

51 

0 

MIDTOWN  SO. 

320 

5 

15.6  ' 

50.0 

MIDTOWN  CBO 

59 

1 

1 .7 

100.0 

CHELSEA 

0 

0 

CLINTON- 

0 

0 

OUTS  IDE  CONVER.  AREA 

41 

12 

29.3 

57.1 

ALL  AREAS 

1023 

41 

4.0 

47.1 

TABLE  VI  -  CONVERSIONS ,    BY  J-51  STATUS 
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CHAPTER  TWO 

INDUSTRIAL  USES  IN  MANHATTAN 

Over  the  past  decade,  the  Department  of  City  Planning  has  evolved 
policy  regarding  legalization  of  residential  conversion  of  industri- 
al buildings  on  the  basis  of  local  area  studies.   The  Industrial 
Buildings  Study  Area  map  locates  each  of  these  study  areas  in  dark 
tone.     The  first  study  was  conducted  in  196  9  in  the  SoHo  area.  That 
was  updated  and  extended  to  include  the  NoHo  area  in  1975. 

Tribeca  was  studied  in  1975  and  Midtown  South  in  1976.     Each  of  these 
areas  is  a  Manufacturing  Zone  and  each  study  has  led  to  either  a  new 
zoning  district  or  a  proposal  for  zoning  action  to  allow  legal  resi- 
dential use  of  industrial  buildings  on  the  basis  of  building  size 
and/or  type. 

Industrial  buildings  and  uses  exist  elsewhere  in  Manhattan  beyond 
these  Manufacturing  zones,  mostly  concentrated  in  the  C6  zones  sur- 
rounding these  three  main  industrial  areas.     These  zones  were  sur- 
veyed in  1977  to  provide  comprehensive  information  covering  as  many 
industrial  buildings  as  possible.  * 

The  C6  zones  surveyed  are  shown  outlined  in  black  on  the  Industrial 
Buildings  Study  map.     They  include  the  area  east  of  Tribeca 's  manu- 
facturing zone,  the  areas  east  and  north  of  Greenwich  Village  and 
the  area  of  Midtown  South  from  14th  to  42nd  Streets  that  corresponds 
to  the  three  subdivisions  of  the  Midtown  South  Report   (Area  "A" : 
14th  to  23rd  Streets;  Area  "B" :   23rd  to  34th  Streets'   and  Area  "C" : 
34th  to  42nd  Streets). 

This  Chapter  summarizes  the  results  of  all  previous  local  area  stud- 
ies of  M  zones  and  C6  zones,  discusses  the  evolution  of  zoning  policy 
regarding  residential  conversions,  and  analyzes  zoning  policy  regard- 
ing non-conforming  manufacturing  uses. 


INDUSTRIAL  JOBS 

New  York  City  has  over  three  million  jobs,  17%  of  which  are  indus- 
trial.    Manhattan  contains  65%  of  the  City's  total  jobs  and  56%  of 
its  industrial  jobs.     Manhattan  industrial  jobs  are  9.5%  of  all  New 
York  City  employment. 

ALL  NEW  YORK  CITY  JOBS1  3,203,000 

ALL  NYC  INDUSTRIAL  JOBS  544,200 
as  %  of  all  NYC  jobs  17.0% 

ALL  MANHATTAN  JOBS  2,095,563 
as  %  of  all  NYC  jobs  65.0% 


*    Available  in  a  separate  Technical  Report 
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RECYCLING  STUDY 

INDUSTRIAL  BUILDINGS  STUDY  AREA 

Z3  'M'  ZONES  SURVEYED 
—  C6'  ZONES  SURVEYED 

® 
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MANHATTAN  INDUSTRIAL  JOBS  306,298 
as  %  of  all  NYC  jobs  9.5% 
as  %  of  all  NYC  industrial  jobs  55]  9% 

The  majority  of  Manhattan's  industrial  jobs    (74.6%)   are  located  in 
the  four  industrial  areas:     Midtown  South,  S0H0*  -  N0H0 ,  Tribeca  and 
the  C6  zones  surrounding  them.     Midtown  South  has  the  highest  con- 
centration   (48.5%) , while  S0H0-N0H0  and  the  C6  zones  have  11.2%  each 
and  Tribeca  follows  with  3.7%. 


INDUSTRIAL  JOBS 


MANHATTAN1  306,298 

MIDTOWN  SOUTH2  148,651  4  8.5% 


SOHO-NOHO3  34,480  11.2' 


C6  ZONES4  34,320  11.2% 


TRIBECA' 


11,339 


3.7' 


INDUSTRIAL  SPACE 

New  York  City  has  a  total  of  354.7  million  square  feet  of  space  in 
industrial  buildings. 

Surveys  in  the  late  1960's  showed  195  million  square  feet  or  54.9% 
of  this  total  in  Manhattan.     The  data  collected  referring  to  the 
four  areas  represent  more  recent  surveys    (1975-1977).     Thus,  the 
areas  studied  represent  a  proportion  of  the  195  million  square  feet 
that  existed  in  the  1960 *s. 


ALL  NYC  INDUSTRIAL  SPACE 

MANHATTAN  INDUSTRIAL  SPACE 

MANHATTAN  INDUSTRIAL  SPACE  AS 
.  PERCENT  OF  NYC  INDUSTRIAL  SPACE 


354,700,000  SQ.  FT 
195,000,000  SQ.  FT 

54.  9% 


rData  sources,  indicated  by  numerals  on  all  tables,  can  "be  found 
at  the  end  of  this  chapter. 
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( 


Midtown  South,  which  has  the  greatest  number  of  industrial  jobs,  also 
has  the  largest  amount  of  Manhattan's  industrial  space   (17.2%).  The 
C6  zones  and  S0H0-N0H0  have  equal  employment  rates,  but  the  C6  zones 
have  twice  as  much  industrial  space  as  S0H0-N0H0  because  over  half 
their  industrial  space  is  in  office  and  other  non-industrial  uses. 


AS  %  OF 
MANHATTAN 


17.  2 


7.5 
14.  6 


4.6 


43.9 

Industrial  space  in  the  three  manufacturing  areas  and  the  C6  zones 
is  used  in  many  ways.  More  than  60%  of  the  total  industrial  space 
in  all  the  areas  surveyed  is  used  for  industrial  purposes.  SoHo/ 
NoHo  has  83.7%  of  its  space  in  industrial  use.  Midtown  South  uses 
64.2%  for  industry.  Tribeca  and  the  C6  zones  have  half  and  less 
than  half  their  space  used  for  industry.  The  balance  of  the  space 
is  used  for  other  purposes,  such  as  commerical  uses  which  are  high 
in  the  C6  zones    (42.3%)   and  Tribeca  (23.6%). 

Residential  uses  are  high  in  SoHo/NoHo  (16.2%)  and  Tribeca  (11.1%), 
and  low  in  the  C6  zones    (5.2%)   and  Midtown  South  (4.7%). 


TOTAL  INDUSTRIAL 
SQUARE  FEET 

2 

MIDTOWN  SOUTH  33,618,108 


3 

SOHO-NOHO  14,666,000 


C6  ZONES4  28,605,530 


5 

TRIBECA  9,049,000 


TOTALS  85,938,638 
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MIDTOWN' 
SOUTH 


TOTAL 
SQ.  FT. 


INDUSTRIAL  RESIDENTIAL  VACANT 


50,211,462     33,618,108     2,386,452  6,316,881 


64.  2% 


4.7% 


12.  6% 


OTHER* 

9,286,261 
18.5% 


SOHO/' 
NOHO 


17,508,000     14,666,000  2,842,000 

83.8%  16.2% 


N.  A, 


N.  A, 


C6  ZONES       28,605,530     12,333,810     1,503,740     1,568,780  13,199,200 


TRIBECA 


TOTALS 


43.  1% 


5.2% 


5.5' 


46.1% 


9,049,000       4,546,100     1,008,000     1,336,500  2,158,400 


50.  2% 


11. 1% 


14.  8% 


23.9% 


105,373,992     63,767,777     7,740,193     9,222,161  23,643,781 


60.  5% 


7.3' 


8.8% 


23.3% 


*     Includes  Retail  and  Commercial  Space  and  unverified  occupancies 


RESIDENTIAL  CONVERSIONS  AND   INDUSTRIAL  ZONING  POLICY 

In  1971  with  passage  of  the  zoning  amendment  which  legalized  Joint 
Living-Work  Quarters  for  Artists  in  SoHo,  and  expanded  later  to  NoHo 
and  Tribeca,  three  objectives  were  identified  by  the  Department  of 
City  Planning:     First,  the  preservation  of  jobs  by  restricting  resi- 
dential occupancy;   second,  the  provision  of  minimal  housing  quality 
standards;   third,   the  legalization  of  existing  residential  occupan- 
cies . 


The  Department  of  City  Planning  studies  of  industrial  space  in 
Manhattan  organized  data  on  the  basis  of  size  of  building.  More 
than  two-thirds  of  the  space  surveyed. has  been  in  buildings  of  5000 
square  feet  or  more.     These  studies  found  that  these  larger  industrial 
buildings  also  contained  the  bulk  of  the  manufacturing  jobs,  while 
the  smaller  buildings  were  more  likely  to  either  have  many  vacancies 
or  to  contain  residential  occupants. 

In  an  effort  to  reflect  that  pattern  of  use,  residential  occupancy 
was  restricted  to  smaller  buildings.     The  high  number  of  vacancies 
and  residential  occupancies  in  the  smaller  buildings  had  been  created 
by  market  changes  which  indicated  that  such  buildings  were  no  longer 
attractive  to  traditional  industrial  uses  and  were  functionally  obso- 
lete.    The  higher  industrial  occupancy  rate  in  larger  buildings  sup- 
ported these  conclusions.     However,   current  experience  indicates 
another  shift  in  market  trends. 


In  SoHo ,  where  conversions  have  been  underway  for  the  longest  period 
of  time,  and  where  most  industrial  buildings  are  at  least  partially 
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converted,   size  does  not,   in  and  of  itself,   prevent  conversion.  There 
is  a  continued,  declining  demand  by  manufacturers  for  industrial  space 
in  Manhattan  at  the  same  time  there  has  been  an  increase  in  demand  for 
this  space  by  residential  developers.     The  largest  SoHo  buildings, 
those  fronting  on  Broadway,  which  two  years  ago  had  the  lowest  vacancy 
rates,   are  now  being  sought  for  conversion  by  developers.  Developers 
are  also  seeking  larger  industrial  buildings  in  Commercial  and 
Residential  zones  regardless  of  current  occupancy  or  vacancy. 


CURRENT   ZONING  POLICY 

The  5000  square  foot  limitation  on  residential  occupancy  has  not 
worked  as  an  effective  policy  guideline  for  the  preservation  of  jobs 
and  must  be  questioned. 

Current  zoning  policy  assumes  it  can  depri'7^.  owners  of  industrial 
buildings  of  a  legal  option  for  rents  vvhich  are  high  enough  to  make 
it  attractive  to  vacate  existing  manufacturing  tenants.     This  is 
done  by  eliminating,   from  the  universe  of  potential  renters,  the  re- 
sidential uses  that  can  outbid  the  manufactures  for  the  space. 

Such  preferential  treatment  for  industry  was  a  new  role  for  the  Zon- 
ing Resolution  in  1961.     After  observing  that  industrial  uses  in  un- 
restricted zones  were  usually  supplanted  by  commerical  and  residential 
uses,   the  1961  Zoning  Resolution  radically  changed  the  way  industrial 
uses  were  treated.     Industrial  uses  were  now  treated  as  the  most  im- 
portant use  within  newly  created  manufacturing  districts.     By  banning 
residential  uses,   a  sufficient  amount  of  land  was  reserved  for  manu- 
facturing . 

The  SoHo/NoHo  and  Tribeca  Zoning  further  refined  this  notion  of  "pro- 
tected" manufacturing  space  by  setting  aside  larger  buildings  and 
lower  floors  for  manufacturing  uses,  while  permitting  residential  uses 
in  other  spaces  within  the  same  district. 

Protection  against  higher  rental  from  potentially  competing  land  uses 
is,   in  effect,  an  effort  to  provide  a  subsidy  for  industry.     But,  in 
effect  it  places  the  burden  of  subsidy  on  owners  of  industrial  build- 
ings.    In  a  time  when  city  policy  favors  residential  re-use  of  indus- 
trial buildings  through  direct  or  indirect  capital  subsidy  programs, 
no  similar  advantages  are  available  to  support  industry. 


NON-CONFORMING  USES  AND   INDUSTRIAL   ZONING  POLICY 

Threatening  to  the  preservation  of  jobs  is  the  disadvantages  placed 
on  non-conforming  industrial  uses  by  Article  V  of  the  Zoning  Regula- 
tion.    Section  52-31  provides  for  the  elimination  of  bulk  restrictions 
if  a  non-conforming  use  is  removed  from  a  building  intended  to  convert 
to  a  conforming  use.     Although  the  original  intention  of  this  section 
was  to  reduce  incompatible  uses,   it  has  acted  to  drive  many  manufac- 
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turing  jobs  out  of  the  city,  rather  than  to  new  manufacturing  dis- 
tricts within  the  City. 

Section  52-40  restricts  the  extension  of  the  space  occupied  by  non- 
conforming uses,  and  the  enlargement  and  repair  of  buildings  in  which 
they  are  located.     Many  Commercial  Zones  now  house  considerable  num- 
bers of  manufacturing  uses  in  buildings  that  are  still  economically 
viable.     These  uses  are  being  penalized  for  not  being  located  in 
Manufacturing  Zones. 

Section  52-61  .places  a  two  year  limit  on  the  period  of  time  in  which 
a  building  previously  housing  a  non-conforming  use  can  be  vacant, 
and  then  still  be  rented  or  Occupied  by  a. similar  non-conforming  use. 
Once  that  two  year  period  of  vacancy  expire,  only  a  conforming  use 
may  replace  the  non-conforming  use.     This  provision  adversely  affects 
industrial  use  of  industrial  buildings  in  Commercial  Zones. 

The  net  effect  of  the  provisions  of  Article  V  that  apply  to  non- 
conforming uses  is  to  reinforce  the  incentive  to  owners  of  indus- 
trial buildings  to  convert  to  residential  use.     At  a  time  when  the 
Zoning  Resolution  should  be  encouraging  expansion  of  industrial  uses, 
its  provisions  work  to  produce  the  opposite -effect  in  many  locations. 


CONCLUSION 

Industrial  buildings  and  jobs  still  exist  and  thrive  in  Manhattan's 
Manufacturing  and  Commercial  Zones.     There  are  three  threats  to 
their  continued  existence. 

1.  Current  zoning  policies,  which  restrict  alternative  uses  and  place 
the  financial  burden  on  the  property  owner,  are  an  ineffective 
means  of-    encouraging  industrial  development.     Zoning  by  itself, 
without  coordination  with  other  development  programs,  will  con- 
tinue to  be  ineffective.     Incentives  provide  real  dollar  subsi- 
dies to  convert  industrial  buildings  to  residential  use,  while 

no  such  incentive  has  been  provided  to  maintain  existing  manu- 
facturing uses. 

2.  Illegal  residential  conversion,  because  it  occurs  regardless  of 
zoning,  threatens  industrial  jobs  to  a  greater  extent  than  does 
legal  conversion.  Without  adequate  enforcement  of  City  policy, 
conversion  patterns  will  continue  to  threaten  the  City's  indus- 
trial job  base. 

3.  Existing  manufacturing,  because  it  is  a  non-conforming  use  in 
Commercial  Zones,  cannot  expand  or  upgrade  facilities.  Also, 
bulk  regulations  are  waived  for  conversion  to  residential  use, 
providing  a  strong  economic  incentive  to  building  owners  for 
displacement  of  jobs. 
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Sources:      1.     1976  New  York  State  Employment  Review, 
Revised,  Apportioned  to  Counties  on 
Basis  of  1974  County  Business  Patterns. 

2.  Midtown  South  Study,  Department  of  City 
Planning  and  Midtown  Action  Office,  April  1,  1977. 

3.  Economic  Development  Division,   Department  of 
City  Planning,  January,  1976. 

4.  Commercial  Zone  Survey,  Department  of  City 
Planning,  August,  1977. 

5.  Economic  Development  Section,  Department  of 
City  Planning,  October,  1975. 

6-     Plan  for  New  York  City,  Volume  1,  Critical  Issues, 
New  York  City  Planning  Commission,  1969. 
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CHAPTER  THREE 


THE  INSTITUTIONAL  FRAMEWORK 

Background 

Several  laws  significantly  affect  the  conversion  of  non-residential 
buildings  to  residential  use.     They  are:     the  New  York  State  Multi- 
ple Dwelling  Law;   the  New  York  City  Building  Code;   the  New  York  City 
Zoning  Resolution;   and  the  New  York  City  j-51  tax  abatement  and  ex- 
emption program. 

The  major  governmental  organizations  involved  in  the  administration 
of  these  ordinances  are  New  York  City's  Department  of  Buildings; 
Board  of  Standards  and  Appeals,  City  Planning  Commission  and  Depart- 
ment, Department  of  Housing  Preservation  and  Development,  and  Office 
of  Economic  Development. 

New  York  State  Multiple  Dwelling  Law  and  City  Building  Code 

The  New  York  City  Building  Code,  which  incorporates  the  complete  re- 
gulations of  the  State  Multiple  Dwelling  Law,  provides  a  set  of  stan- 
dards for  all  construction  in  the  City.     These  standards  are  prima- 
rily concerned  with  public  safety,   fire,  and  health  hazards.  The 
Building  Code  is  administered  by  the  Buildings  Department  and  the 
Board  of  Standards  and  Appeals. 

The  New  York  State  Multiple  Dwelling  Law  which  applies  to  all  con- 
struction of  three  of  more  dwelling  units,   is  aimed  at  protecting 
the  living  conditions  of  apartment  dwellers.     It  insures  a  minimum 
standard  for  construction,   light,  and  ventilation. 


Multiple  Dwelling  Law  admendments  require  State  action.     The  Multiple 
Dwelling  Law  has  been  amended  twice  in  the  past  decade  to  accommodate 
conversion  of  buildings  from  non-residential  to  residential  use. 
Most  of  the  amendments  are  contained  in  Article  7-B  of  the  Multiple 
Dwelling  Law,  which  deals  specifically  with  buildings  converted  to 
residential  use. 

Article  7B  amendments  have  -recognized    that  non-residential  structures 
built  to  specifications  intended  for  commercial  or  industrial  uses 
cannot  reasonably  be  expected  to  meet  regulations  for  new  residential 
construction.     The  difficulties  inherent  in  converting  buildings  from 
one  use  to  another  without  sacrificing  basic  concerns  for  health, 
safety  and  living  conditions  have  been  treated  in  the  most  recent 
Article  7-B.  .Amendments , 

Much  of  Article  7-B  deals  with  fire  protection.  In  addition,  require- 
ments for  vertical  mixing  of  residential  and  non-residential  uses, 
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which  allow  commercial  and  manufacturing  uses  to  occupy  space  above 
residential  uses,   are  specified. 

Article  7-B  provides  minimal  light  and  air  requirements  as  well  as 
general  residential  occupancy  standards  for  joint  living  working 
quarters  for  artists,  dwelling  units,   living  rooms,  kitchens,  bath- 
rooms, mezzanines,   stairways,  and  all  other  non-living  spaces.  Fur- 
ther requirements  deal  with  minimum  sizes  of  yards  and  courts,  supply 
of  utilities  to  kitchens,  water  supply,  water  closet  and  bath,  and 
plumbing  drainage.     New  light  and  air  provisions  of  the  Multiple 
Dwelling  Law  which  apply  to  conversions  have  been  created.  Article 
7-B  provides  a  flexible  set  of  requirements  by  listing  several  as- 
of -right  optional  standards  for  light,  air,  egress,  and  other  factors 
with  which  it  is  expected  that  most  conversions  will  be  able  to  com- 
ply.    Projects  with  unique  problems  will  still  have  recourse  to  ap- 
ply to  the  Board  of  Standards  and  Appeals  for  a  variance. 

As  established,  the  provisions  of  Article  7-B  provide  the  flexibility 
of  construction  necessary  in  the  development  of  conversions  yet  per- 
mit the  City  to  establish  different  zoning  requirements  from  district 
to  district.     This  allows  for  the  implementation  of  different  land 
use  policies  for  various  conversion  areas. 

The  Building  Code  and  Multiple  Dwelling  Law  are  administered  by  the 
Department  of  Buildings  through  a  process  of  permits  and  inspections. 
Before  construction,  all  plans  must  be  filed  at  and  inspected  by  the 
Buildings  Department.     Variances  from  the  Building  Code  or  Multiple 
Dwelling  Law,  when  needed,   are  granted  by  the  Board  of  Standards  and 
Appeals.     Construction  is  periodically  inspected  by  the  Buildings 
Department  for  compliance  with  all  laws,  and  a  final  inspection  is 
necessary  before  the  Department  will  issue  a  Certificate  of  Occupancy 


New  York  City  Zoning  Resolution 

The  current  Resolution,  adopted  in  1961  and  amended  many  times  since, 
created  separate  zones  for  specific  uses.     The  Resolution  incorporate 
a  system  of  incentives  and  restrictions  to  regulate  developments  and 
achieve  zoning  objectives.     The  provisions  of  the  Zoning  Resolution 
favor  new  construction.     The  Resolution  also  encourages  the  replace- 
ment of  uses  inconsistent  with  the  planning  objectives  outlined  at 
the  time  of  the  Resolution's  adoption. 

The  Resolution  created  ten  residential,  eight  commercial,  and  three 
manufacturing  zones.     The  residential  zones  provide  for  ten  differ- 
ent densities  of  housing  and  various  community  facilities.     The  com- 
mercial zones  provide  for  eight  different  levels  of  commercial  acti- 
vity, while  permitting  residential  and  residential/commercial  mixed 
use  within  them.     The  manufacturing  zones  provide  primarily  for  manu- 
facturing uses,  while  including  commercial  and  excluding  residential 
uses.     The  subdistricts  allow  for  fine  tuning  of  the  basic  use 
districts . 
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These  zones  were  mapped  over  the  existing  framework  of  the  City. 
The  districts  as  mapped  often  contained  many  uses  outside  those 
allowed  by  the  zoning  overlay.     Additional  sections  of  the  Resolu- 
tion facilitate  the  gradual  elimination  of  non-conforming  uses  by 
providing  restrictions  or  incentives  to  encourage  the  uniform  devel- 
opment intended  for  each  zone.     As  economic  development  and  construc- 
tion patterns  have  changed  over  time,  the  1961  zoning  has  not  always 
performed  as  intended.     In  particular,  the  separation  of  uses  concept 
of  the  current  Resolution  has  often  inhibited  economically  desirable 
development,  particularly  in  building  recycling.     Since  1971,  with 
the  adoption  of.  provisions  to  allow  artists  in  residence  in  the  SoHo 
manufacturing  zones,  mixed  use  changes  have  been  established  for  other 
industrial  districts  in  Manhattan  and  Brooklyn.     These  include  a  re- 
vision of  the  original  SoHo  provisions  and  their  extension  to  the 
NoHo  area;   and  a  special  mixed  use  district  for  Lower  Manhattan. 

Each  change  adopted  a  somewhat  different  form  of  mixed  use  in  response 
to  particular  conditions  identified  at  the  time  and  in  the  area  stud- 
ied.    In  the  SoHo  manufacturing  zone  artists  certified  by  the  Depart- 
ment of  Cultural  Affairs  were  allowed  to  create  joint  living-working 
quarters  in  buildings  under  3,600  square  feet.     In  1975  the  area  for 
joint  living-working  quarters  was  expanded  to  include  NoHo  and  build- 
ings of  up  to  5,000  square  feet  outside  the  Broadway  Corridor. 

In  1976  the  Lower  Manhattan  Mixed  Use  District  was  created  to  allow 
general  residential  use  of  buildings  under  5,000  square  feet  with 
certain  density  and  safety  requirements.     This  zone  was  intended  to 
give  the  general  public  the  opportunity  to  create  loft  residences  in 
compliance  with  all  regulations  and  zoning  requirements. 

The  Zoning  Resolution  is  enforced  by  the  Buildings  Department  through 
its  process  of  issuing  permits  and  conducting  inspections.  Variances 
can  be  granted  by  the  Board  of  Standards  and  Appeals,   if  a  building 
lot  is  found  to  be  unique  and  if  the  variance  will  not  adversely  af- 
fect the  neighborhood.     The  variance  must  be  necessary  to  alleviate 
an  economic  hardship  or  practical  difficulty  and  be  the  least  vari- 
ance necessary  to  be  effective.     Amendments  to  the  Resolution  are  the 
responsibility  of #the  City  Planning  Commission  and  Board  of  Estimate, 
as  are  some  special  permits  and  other  administrative  modifications. 


New  York  City  J- 51  Program 

The  J-51  program  is  administered  by  the  Cityls  Department  of  Housing 
Preservation  and  Development,     Section  J^51rv2.5  of  New  York  City/s 
Administrative  Code  was  passed  in  1955  to  facilitate  the  rehabilita- 
tion and  upgrading  of  existing  housing.     Tax  incentives  were  offered 
to  encourage  owners  of  older  multiple  dwellings  to  install  central 
heating,  to  replace  inadequate  plumbing  facilities  and  to  eliminate 
hazardous  conditions.     Amendments  to  the  program  have  extended  its 
benefits  to  encourage  the  conversion  of  rooming  houses  and  single 
room  occupancy  hotels    (SRO's)   into  Class  A  multiple  dwellings. 
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The  most  recent  amendment  extended  the  J-51  program  to  the  conver- 
sion of  non-residential  buildings  and  to  buildings  with  one  or  two 
dwelling  units  over  commercial  space.     This  amendment  was  passed  in 
1975  and  took  effect  on  January  1,   1976.    [However,   the  regulations 
promulgated  by  the  Department  of  Housing  Preservation  and  Develop- 
ment  (HPD)   did  not  take  effect  until  September  29,   1977,   so  that  to 
date,   there  is  insufficient  evidence  on  which  to  evaluate  the  pro- 
gram's effect  on  encouraging  conversion  of  non-residential  build- 
ings to  residential  use.] 

The  J-51  program  provides  specific  tax  benefits.     Any  increase  in 
the  assessed  valuation  attributable  to  the  alteration  or  conversion 
of  a  building  is  exempt  from  real  property  taxes  for  a  period  of 
twelve  years.     In  addition,   taxes  on  up  to  ninety  percent  of  the 
certified  reasonable  costs    (CRC)   of  the  project  may  be  abated,  with 
a  limit  of  8-1/3  percent  of  the  total  allowable  costs  deductible  per 
year  for  a  period  of  not  less  than  nine,  nor  more  than  twenty  years. 

The  level  of  certified  reasonable  costs  is  determined  by  the  Depart- 
ment of  Housing  Preservation  and  Development,  based  on  the  relation 
of  actual  construction  costs  to  standard  charges  for  the  work  com- 
pleted.    The  actual  construction  costs  of  the  rehabilitiation  or 
conversion  are  usually  higher  than  the  certified  costs,  because  the 
CRC  list  does  not  include  all  items  which  are  standard  in  housing 
construction . 

The  program  requires  that  the  number  of  bedrooms  created  equal  at 
least  fifty  percent  of  the  number  of  apartments  created.     This  re- 
quirement is  waived  in  buildings  converted  from  non-residential  use 
if  the  resulting  units  contain  an  average  floor  area  of  1,000  square 
feet.     Projects  also  have  a  Certified  Reasonable  Cost  limit  of 
$16,170  per  unit,  with  an  additional  room  allowance  of  $2,070  for 
each  room  over  2-1/2  or  each  500  square  feet  over  1,000. 

J-51  benefits  must  be  applied  for  following,  but,  within  three  years 
of,  the  completion  of  construction,   and  construction  must  have  been 
completed  within  two  years  from  the  date  it  started.     Any  building 
in  the  program  must  comply  with  the  Rent  Stabilization  Law  or  some 
other  form  of  rent  regulation,   if  it  is  not  a  cooperative  or  condo- 
minium. 

In  the  first  year  (1976-77)   after  benefits  were  extended  to  buildings 
converted  from  other  uses,   47  out  of  a  total  of  1,190  buildings  were 
conversions.     Thirty-seven  buildings  were  former  industrial  or  com- 
mercial buildings  and  ten  were  former  hotels.     The  conversions  from 
commercial  or  industrial  use  produced  lf181  units  and  those  from 
hotels  producted  2,017  units.     This  is  out  of  the  total  of  56,721 
units  affected  by  the  J-51  program  for  that  benefit  year. 


40 


CHAPTER  FOUR 


RESIDENTIAL  RE-USE 

Background 

Increased  vacancy  rates  and  other  economic  hardships  in  the  late 
1960's  in  commercial  and  industrial  buildings  created  a  potential 
for  their  change  of  use.     More  recently,  the  decreased  viability  of 
smaller  hotels  and  offices  produced  the  same  potential  in  other 
areas.     The  possibility  of  converting  these  spaces  to  residential 
use  was  grasped  by  two  groups : 

1.  First  by  artists  and  others  interested  in  large  spaces  for  low 
rents  who  began  living  in  SoHo  and  have  since  moved  to  other 
manufacturing  and  commercial  spaces  in  the  city;  and 

2.  then  by  developers  who  see  conversion  as  a  means  of  creating 
apartments,  which  are  more  profitable  than  existing  uses  and 
are  developed  at  lower  costs  and  a  higher  return  than  new  con- 
struction. 


In  the  case  of  artists  and  others  who  desire  a  large  amount  of  space, 
the  change  in  use  offers  an  opportunity  to  obtain  a  great  deal  of 
space  at  relatively  low  basic  rent.     The  cost  of  necessary  fixtures 
and  improvements  is  not  considered  rent.     In  the  case  of  developers, 
the  construction  costs  are  one-third  lower  than  the  current  high 
cost  of  building  new  housing  in  New  York  City,  and  market  demand  at 
present  insures  an  income  stream  which  usually  does  not  reflect  the 
lower  cost. 

In  a  study  of  this  phenomenon  the  Recycling  Task  Force  has  reviewed 
twenty-five  recent  conversions  and  selected  seven  which  best  repre- 
sent the  different  building  types  and  different  methods  of  conver- 
sion that  currently  predominate.     These  buildings  were  examined  in 
detail.     Information  pertaining  to  acquisition  and  construction 
costs,   financing,  construction  time,  tenancy,  administrative  proce- 
dure, and  taxation  was  compiled.     Developers,  architects,  tenants 
and  investors  for  each  project  were  interviewed,  and  a  short  history 
of  each  conversion  was  written.     As  a  gauge  of  investment  potential, 
the  net  to  service  debt  was  compared  with  the  project  cost.  Where 
project  cost  was  supported  by  both  developers  and  tenants,  the  de- 
veloper 1 s  net  to  service  debt  was  compared  with  both  total  construc- 
tion cost  and  developer  sponsored  costs,  and  in  the  case  of  coopera- 
tives, the  estimated  payment  to  the  developer  by  the  tenants  corp- 
oration was  compared  with  his  original  investment. 
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The  results  of  this  study  indicate  that  there  are  basically  three 
types  of  development  taking  place: 

A)  Those  developments  with  access  to  large  amounts  of  capital, 
either  private  or  institutional,  have  no  trouble  converting  any 
type  of  building.     Buildings  preferred  are  those  with  adequate 
street  or  open  space  frontage  in  areas  with  access  to  existing 
residential  amenities.     This  type  of  development  produces  pri- 
marily traditional  studio  and  one  bedroom  apartments.     All  con- 
struction is  supervised  by  the  developer  and  the  building  con- 
forms to  all  Buildings  Department  procedures.     Buildings  at 
160  Bleeker  Street  and  88  Lexington  Avenue  are  examples  of  this 
type  of  conversion. 

B)  Those  developments  which  had  more  difficulty  in  obtaining  finan- 
cing, particularly  for  construction,  and  were  forced  in  some 
cases  to  obtain  capital  solely  from  private  sources.     These  in- 
stances were  in  smaller  loft  buildings  were  the  burden  of  fi- 
nancing and  construction  was  assumed  to  one  degree  or  another 

by  the  tenants  as  well  as  the  owner. 

These  developments  produced  large,  full-floor  units  of  over  2,000 
square  feet  whose  interiors  were  designed  and  finished  largely  by 
the  tenants  themselves. 

The  buildings  had  a  much  more  difficult  time  in  complying  with 
the  Buildings  Department  policies.     Examples  of  this  type  are 
73  Warren  Street  and  55  East  11th  Street. 

C)  Those  developments  which  needed  no  financing    (if  one  discounts 
a  purchase  money  or  other  mortgage  required  for  building  acqui- 
sition) ,  and  an  almost  negligible  amount  of  capital  investment. 
This  development  occurs  primarily  in  loft  buildings  where  indi- 
vidual,  large  units    (over  1,500  square  feet)  were  designed,  con- 
structed and  financed  by  the  tenants.     Public  portions  of  these 
buildings  were  unaltered  after  the  change  to  residential  use. 
None  of  these  buildings  has  complied  with  Buildings  Department 
procedures.     Examples  are  illegal  developments  on  West  27th 
Street,  Greenwich  Street,   and  Broadway. 

The  case  studies  and  analysis  illustrated  the  forces  which_have   

shaped  these  projects.     Each  case  study,  and  each  larger  group,  is 
the  result  of  a  particular  set  of  interests  and  circumstances. 

The  course  of  any  project  was  governed  by  the  decisions  made  princi- 
pally in  response  to  the  constraints  or  inducements  of  these  six 
major  factors: 

1.  Financing  -  its  availability,   source,  cost,  and  responsibilites . 

2.  Return  -  expectations  of  developers  and  sponsors,  as  well  as 

the  need  for  servicing  financing. 
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3.  Building  -  the  building's  configuration,  location  and  ability 
.  to  conform  to  building  codes  and  ordinances. 

4.  ~  Legal  and  Administrative  Process  -  alterations  required  for 

conformance,  costs  of  Buildings  Department  procedure  and  va- 
riances, and  the  benefits  and  liabilities  of  obtaining  a  Certi- 
ficate of  Occupancy. 

5.  Construction  -  types  of  labor,  contracting  and  financing. 

6.  Tax  Benefit's  -  change  in  tax  status. 


All  of  these  factors  are  interdependent.     Each  of  the  components  of 
this  system  plays  a  proportionally  larger  role  in  the  present  recyc- 
ling context  than  on  the  individual  case. 


Financing 

Both  developments  in  Group  A   (88  Lexington  and  160  Bleeker  Street) 
were  undertaken  by  prominent  real  estate  developers  with  successful 
records  and  with  access  to  large  amounts  of  capital  from  private  in- 
vestors.    Institutional  loans  were  also  available  at  current  rates. 
Both  buildings  were  purchased  with  a  downpayment: of " over ; one  "million 
dollars,  both  received  construction  loans  of  over  $2  million  and 
permanent  financing  of  over  $3  million. 

Each  building  contains  over  170  studio  and  bedroom- type  apartments 
with  an  average  unit  size  of  600  square  feet.  The  apartments  rent 
for  $350-650  per  month. 

Group  B   (73  Warren     Street  and  55  East  11th  Street)   did  not  have 
easy  access  to  the  funds  necessary  for  their  conversion.     The  owner 
of  73  Warren  Street,  although  he  had  a  loft  conversion  which  proved 
to  be  profitable,  was  denied  construction  financing  and  was  forced  . 
to  resort  to  private  sources.     The  owner  of  55  East  11th  Street, 
which  was  purchased  for  a  $60,000  downpayment  before  its  raw  loft 
floors  were  sold  into  cooperative  ownership,  had  similar  trouble. 
After  the  building  was  purchased  by  the  tenants  corporation,  and  all 
the  individual  units  converted  to  residential  apartments,  it  took 
more  than  18  months  to  obtain  the  $60,000  construction  loan  needed 
to  alter  the  shared  spaces  of  the  building  to  confo  rm  with  the 
Building  Code  and  Multiple  Dwelling  Law. 

73  Warren  is  a  five-unit  rental  loft  conversion  and  55  East  11th 
Street  is  an  11-unit  cooperative.     In  both  buildings,  the  dwelling 
units  occupy  the  entire  area  of  each  floor  above  the  ground  floor 
and  contain  over  2,000  square  feet.     Rental  at  73  Warren  Street  is 
$300-$400  per  month  and  maintenance  charges  at  55  East  11th  Street 
are  $450  per  month.     Both  these  buildings,   like  the  two  preceding 
projects,  have  Certificates  of  Occupancy. 

The  developments  in  Group  C   (on  West  27th  Street,  Greenwich  Street, 
and  Broadway)  were  conducted  with  a  minimum  amount  of  capital  and, 
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if  purchase  mortgages  were  discounted,  no  financing.     The  building 
on  West  27th  Street  was  purchased  with  a  $60,000  downpayment  and 
rented  to  tenants  who  undertook  the  conversion  of  their  own  units. 
The  Greenwich  Street  project  used  the  same  method  after  it  was  ob- 
tained through  a  net-net  lease.     The  Broadway  project,   a  cooperative, 
was  purchased  with  a  $60,000  downpayment,  at  least  half  of  which  was 
paid  through  a  presale  of  floors  to  friends  of  the  developer.  Con- 
struction was  undertaken  by  the  tenants. 

West  27th  Street  has  four  residential  floors  out  of  twelve.  Floors 
are  5,000  square  feet  and  are  rented  at  the  same  price  as  commercial 
space  in  the  building,   $600-$675  per  month.     Three  floors  are  full 
floor  dwellings  and  one  has  been  subdivided  into  two  back-to-back 
dwellings.     Greenwich  Street  is  two  adjoining  buildings,   six  floors 
of  4,000  square  feet  in  each  building.     The  upper  floors  of  both 
buildings  are  rented  for  $525  per  floor  per  month,  and  most  have  been 
subdivided  into  front  and  rear  dwelling  units  of  2,000  square  feet 
each.     The  Broadway  project  has  seven  residential  floors  with  two  or 
three  units  of  1800  or  1200  square  feet  per  unit  on  each  floor. 
Maintenance  charges  range  from  $500  to  $700  per  month.     None  of 
these  buildings  has  a  Certificate  of  Occupancy. 

In  all  of  the  case  studies  purchase  financing  was  not  a  problem. 
However,  construction  financing  was  a  major  problem  in  all  of  the 
projects  in  Groups  B  and  C.     In  four  of  those  five  cases,   the  prob- 
lem of  construction  financing  for  the  total  project  was  diminished 
or  alleviated  by  having  the  tenants  take  responsibility  for  convert- 
ing their  own  portions  of  the  buildings.     This  procedure  kept  the 
owner's  carrying  costs  to  the  minimum  and  allowed  him  to  rent  very 
large  dwelling  units    (two  to  four  times  the  standard  apartment  size) 
for  very  low  rates  in  comparision  to  the  current  New  York  market 
(approximately  $3.00  a  sq.   ft.   versus  $8.00  to  $10.00  a  sq.  ft. 
currently  charged  for  a  conventional  one  bedroom  apartment) . 

Buildings  which  relied  on  tenants  to  sponsor  most  of  their  conver- 
sion  (Groups  B  and  C)   took  from  two  to  three  times  longer  to  convert 
than  those  sponsored  solely  by  a  developer.     Also  these  buildings 
had  an  extremely  hard  time  qualifying  for  a  Certificate  of  Occupancy 
or  circumvented  the  Buildings  Department  process  altogether. 


Return 

The  influence  of  return  on  investment  is  best  understood  in  terms  of 
the  flexibility  of  the  developer's  expectations.     In  the  projects  of 
Group  A  the  large  amount  of  capital  gathered  from  various  sources 
also  brought  with  it  a  great  deal  of  responsibility.     The  project 
had  to  be  justified  beforehand  to  both  banks  and  private  investors 
with  a  certain  degree  of  profit  predicted.     In  addition,  this  re- 
sponsibility also  tied  the  developer  to  eventual  attainment  of  a 
Certificate  of  Occupancy,  and  assumed  J-51  tax  abatement. 
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These  factors  generally  restricted  the  developer  to  the  use  of  stan- 
dard construction  and  contracting  techniques  and  union  labor,  all  of 
which  provide  a  certainty  of  cost,   scheduling  and  product  quality. 
It  is  the  need  for  a  justifiable  profit   (with  consideration  of  J-51 
benefits)  which  control  the  mix  of  studios  and  one  bedroom  units 
within  the  building.     Size  of  the  units  was  a  function  of  both  the 
necessary  return  and  the  minimum  required  by  law. 

In  the  cases  of  Group  B  the  expected  return  is  more  flexible.  Since 
working  capital  was  obtained  from  outside  the  usual  investment  and 
institutional  channels,  the  developer  of  73  Warren  Street  had  com- 
plete control  of  the  project.  He  was  able  to  go  ahead  with  the  con- 
version although  the  return  was  not  enough  to  obtain  institutional 
financing  and  he  was  able  to  take  a  chance  marketing  semi-finished 
loft  units  in  a  new  residential  area. 

In  the  case  of  55  East  11th  Street  the  developer  was  satisfied  with 
a  lump  sum  payment  rather  than  an  ongoing  rental  return.  He  then 
turned  over  the  building's  mortgage  and  the  responsibility  of  con- 
version to  the  tenants  of  the  co-op.  The  tenants,  more  concerned 
with  a  comfortable  living  space  than  profit  through  cutting  costs, 
were  free  to  invest  as  much  time  and  capital  into  the  project  as 
they  could  afford.  Since  they  were  now  the  sole  persons  responsible 
and  sole  recipients  of  any  further  return  on  investment  they  could 
and  did  allow  their  building  to  exist  without  a  Certificate  of  Oc- 
cupancy for  a  number  of  years.  The  tenants  were  forced  to  obtain 
one  when  threatened  by  foreclosure  of  the  building's  mortgage. 

In  Group  C,   investment  is  minimal  and  the  expected  returns 
greatly.     In  the  Greenwich  Street  project  or  the  West  27th  Street, 
project  the  major  portion  of  return  is  the  developer's  anticipated 
profit  from  the  eventual  sale  of  the  building  as  a  co-operative  ani 
very  little  outside  the  simple  rental  or  resale  of  space  is  of  inte- 
rest.    The  return  from  either  of  these  buildings  is  not  affected  by 
a  Certificate  of  Occupancy  and  neither  developer  has  taken  steps  to 
obtain  one.     Because  of  the  condition  of  the  building  on  Greenwich 
Street  the  developer  would  need  to  increase  his  investment  by  at 
least  $50,000,  and  most  probably  $100,000  or  more,   for  two  new  fire- 
proof staircases,  elevator  upgrading  and  other  public  safety  repairs, 
to  receive  a  Certificate  of  Occupancy. 

The  developer's  investment  to  date  is  less  than  $15,000  and  his  re- 
turn from  current  rental  or  eventual  cooperative  sale  of  the  build- 
ing will  in  no  way  be  affected  by  the  attainment  of  a  Certificate  of 
Occupancy. 

The  expected  financial  outcome  of  a  project  directly  affected  its 
physical  form.     A  project  which  must  guarantee  a  certain  amount  of 
return  in  order  to  justify  a  large  investment  is,  of  necessity,  re- 
quired to  use  very  predictable  and  easily  controlled  means  of  con- 
struction and  market  units  which  will  satisfy  the  largest  portion 
of  the  housing  market.     Both  investment  and  return  must  be  protected 
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by  obtaining  a  Certificate  of  Occupancy, 

Where  little  justification  was  needed  for  financing  or  where  little 
financing  was  used,   the  developer  was  in  a  position  to  create  more 
unusual  and  less  closely  controlled  housing.     He  could  afford  to 
have  less  control  of  the  project,   letting  tenants  convert  their 
particular  units,  because  it  eliminated  the  larger  financial  commit- 
ment of  construction  financing.     In  the  cases  where  the  tenant  as- 
sumed the  responsibility  for  his  or  her  own  construction,   the  qua- 
lity and  design  of  the  unit  was  not  affected  by  a  concern  for  a  de- 
veloper or  investor  return.     The  developer,   in  these  cases,  obtains 
his  return  through  the  rent  or  sale  of  the  space  itself  and  not  the 
walls  or  fixtures  within  the  unit.     The  lack  of  large  financial  re- 
sponsibilities inherent  in  this  method  of  development  and  the  amount 
of  freedom  this  allows  both  tenants  in  terms  of  living  space  design 
and  to  developers  in  terms  of  project  "go  ahead"  account  for  the 
proliferation  of  this  type  of  housing.     However,   if  there  is  little 
invested  in  the  building  by  the  developer,  he  is  usually  reluctant 
to  increase  his  investment  by  a  multiple  of  three  or  four  simply  to 
obtain  a  Certificate  of  Occupancy  if  that  certificate  will  in  no  way 
increase  his  return.     This  is  the  case  in  many  conversions  of  this 
kind,  most  of  which  remain  illegal. 


Building 

The  building  chosen  is  related  significantly  to  the  type  of  develop- 
ment which  can  take  place.     Large  numbers  of  apartments  need  a  large 
number  of  windows  and  adequate  egress.     A  large  floor  area  therefore 
is  not  always  capable  of  much  subdivision.     Eighty-eight  Lexington, 
the  old  Blue  Cross  Office  Building,  and  160  Bleeker  Street,   the  for- 
mer Greenwich  Hotel  were  chosen  particularly  for  their  potential  as 
multi-unit  apartment  buildings.     Eight-eight  Lexington  now  has  177 
apartments.     Both  buildings  had  an  abundance  of  peripheral  windows 
and  centralized  vertical  circulation.     Since  both  buildings  were  in 
commercial  zones,  both  were  converted  as-of -right.     However,  vari- 
ances to  the  Multiple  Dwelling  Law  were  necessary  for  both  buildings. 
Both  of  these  buildings  had  purchase  prices  of  over  one  million  dol- 
lars . 

All  the  buildings  in  Groups  B  and  C  were  loft  buildings.     All  have 
units  of  over  2,u00  square  feet,  with  one  or  two  units  per  floor  ex- 
cept for  one  building  on  Broadway  which,  because  of  its  three-sided 
exposure,  was  able  to  have  three  units  per  floor.     Each  of  the  build- 
ings has  fewer  than  25  units  and  although  the  Greenwich  Street  project 
and  the  West  27th  Street  project  have  roughly  one-half  the  area  per 
floor  of  88  Lexington  they  have  less  than  one-quarter  the  number  of 
units  per  floor.     This  is  primarily  due  to  the  differences  in  build- 
ing type.     The  long,  narrow,  midblock  loft  buildings  with  windows  only 
at  either  end,  are  best  converted  to  floor-through  or  back-to-back 
units.     Landlords  in  these  two  groups  encouraged  this  type  of  use  by 
renting  or  selling  by  the  whole  floor. 
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In  most  cases,   loft  buildings  have  difficulties  in  obtaining  a  Cer- 
tificate of  Occupancy.     In  addition  to  zoning  problems,   the  basic 
loft  building  with  its  small  rear  yard,   freight  elevators  and  poor 
fire  escape  routes  generally  has  a  difficult  time  conforming  to  the 
Building  Code  and  Multiple  Dwelling  Law.     Recent  amendments  to  the 
Multiple  Dwelling  Law  have  reduced  some  but  not  all  of  these  prob- 
lems.    For  example,  after  the  individual  units  were  converted,  55 
East  11th  Street  needed  further  alterations  to  the  public  areas  of 
the  building,  principally  to  provide  a  second  means  of  egress.  These 
alterations  alone  cost  over  $60,000.     In  many  other  loft  conversions, 
minor  alterations  coupled  with  variances  would  put  the  building  in  a 
position  to  qualify  for  a  Certificate  of  Occupancy.     However,  these 
conversions  seldom  see  the  need  for  certification. 

Light,  air  and  egress  are  the  primary  concerns,   along  with  location, 
when  a  building  is  to  be  converted.     Greater  numbers  of  peripheral 
windows  and  more  centralized  egress  allows  for  the  development  of 
more  and  generally  smaller  apartments.     Large  loft  units  are  usually 
the  result  of  a  particular  building  configuration. 

Since  Building  Code  and  Multiple  Dwelling  Law  compliance  are  govern- 
ed by  the  extent  of  alterations  and  the  ability  to  gain  variances, 
as  well  as  by  the  building  itself,  whether  a  building  obtained  a 
Certificate  of  Occupancy  was  in  part  a  result  of  available  capital. 


Legal  and  Administrative  Process 

The  Multiple  Dwelling  Law,  Building  Code  and  the  Zoning  Resolution 
provide  a  legal  and  administrative  framework  for  all  development, 
with  the  intention  of  insuring  that  health,   safety  and  land  use 
concerns  are  addressed  in  the  public  interest.     Most  important  in 
terms  of  influence  on  the  conversion  development  process  are  the  ef- 
fects of  the  enforcement  of  these  ordinances. 

Ventures  in  Group  A,  as  mentioned  earlier,  had  far  too  much  at  stake 
to  avoid  complying  completely  with  the  various  building  regulations. 
It  should  be  noted,  however,  that  these  developments  also  had  the 
intentions  and  the  means  to  obtain  the  type  of  building  which  would 
offer  the  best  possibility  for  legal  conformance,  as  well  as  the 
means  to  employ  professionals  to  advise  and  guide  the  conversion  in 
accordance  with  the  appropriate  regulations.     Both  88  Lexington  Ave- 
nue and  160  Bleeker  Street  were  undertaken  by  developers  who  employ- 
ed an  architect  with  a  great  deal  of  experience  at  both  the  Build- 
ings Department  and  the  Board  of  Standards  and  Appeals.  Profession- 
al fees  for  a  variance  at  the  Board  of  Standards  and  Appeals  can  be 
as  high  as  $10,000.     Because  these  proiects  were  planned  in  advance, 
when  the  project  confronted  a  problem  with  any  particular  building  re- 
gulation,  it  usually  had  been  forseen  and  a  portion  of  the  budget  had 
been  allocated  for  the  necessary  alterations  and/or  variance  proceedings. 
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; Group  A  ventures  were  professional  and  benefited  from  the  experiens 
of  the  developers. 

. In  Group  B,   the  relatively  large  personal  investment  of  either  the 
developer  or  the  tenants  necessitated  compliance  with  all  building 
ordinances.   The  developer  of  7  3  Warren  Street  had  intended  from  the 
beginning  to  obtain  a  Certificate  of  Occupancy.     But  the  project  hi 
numerous  problems  at  the  Buildings  Department  due  both  to  the  lack 
of  experience  of  the  Buildings  Department  with  the  newly  enacted 
Lower  Manhattan  Use  District f   and  to  the  subsequent  poor  relation- 
ship which  developed  between  the  architect  and  the  Department.  Thi 
resulted  in  a  three  month  delay  in  the  granting  of  the  project's  al 
teration  permit  and  a  two  month  delay  in  the  inspection  necessary 
for  a  Certificate  of  Occupancy. 

In  the  case  of  55  East  11th  Street,  money  to  finance  the  necessary 
alterations  and  fees  had  to  be  raised  both  through  assessment  of  tfl 
tenants  and  a  construction  loan.     55  East  11th  Street  had  been  full 
occupied  for  three  years  before  obtaining  its  Certificate  of  Occu- 
pancy.    As  was  noted  before,   55  East  11th  Street  spent  over  $60,00C 
for  alterations,  professional  fees  and  variances  in  order  to  obtain 
a  Certificate  of  Occupancy.     The  major  reason  this  cooperative 
sought  to  obtain  a  Certificate  of  Occupancy  was  that  compliance  was 
required  by  the  bank  for  refinancing  at  the  end  of  the  building's 
mortgage  term. 

The  cases  in  Group  C  completely  ignored  the  Buildings  Department 
process  of  applying  for  permits,   inspection,  and  the  granting  of  a 
Certificate  of  Occupancy.     Since  all  the  buildings  exist  in  a  fair] 
stable  situation  and  are  not  recognized  by  either  the  Buildings  De- 
partment or  lending  institutions  as  residential  buildings  and  the 
tenants  are  not  threatened  by  enforcement,   there  is  only  the  abstrs 
requirement  of  the  statutes  to  fulfill-  In  most  cases  this  is  r 

enough  incentive  for  the  expenditure  of  large  amounts  of  capital  ar 
time  in  order  to  conform.     This  situation,  however,  put  the  buildir 
owner  or  developer  in  the  position  of  regulating  those  health  and 
safety  concerns  usually  monitored  by  the  Buildings  Department. 


Construction 

Due  to  the  requirements  of  financing  and  building  ordiances,  con- 
struction in  Group  A  was  accomplished  by  union  labor  through  indi- 
vidual and  general  contractors  using  contemporary  state  of  the  art 
methods  and  technologies.  The  methods  and  results  of  this  type  of 
conversion  construction  are  basically  no  different  from  those  prac- 
ticed in  current  new  construction. 

There  was  a  greater  range  of  construction  options  available  to  the 
projects  in  Group  B.     The  major  portion  of  the  construction  work  at 
7  3  Warren  Street  was  contracted  through  the  owner/developer  himself 
to  local,  nonunion  "artists."     Specialty  jobs    (those  requiring  spe- 
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cial  skills  or  licenses)  were  done  by  the  appropriate  persons  when 
necessary.     However,   the  conversion  was  not  completed  by  the  devel- 
oper and  a  portion  of  the  rent  was  discounted  to  allow  tenants  to 
paint  and  construct  non-essential  partitions.     In  the  case  of  55 
East  11th  Street  all  the  work  within  the  units  was  the  responsibil- 
ity of  the  tenants  who  either  performed  their  own  labor  or  contract- 
ed it  out  themselves.     Work  necessary  on  the  shared  spaces  of  the 
building  for  a  Certificate  of  Occupancy  was  performed  by  an  archi- 
tect, contractor  and  union  labor. 

In  the  cases  of  Group  C,  the  work  within  the  units  was  conducted  or 
contracted  by  each  tenant  and  little  or  no  work  was  done  to  other 
areas  of  the  building. 

The  responsibility  for  construction  floated,   like  the  project's  fi- 
nancing,  from  the  developer  alone,   to  developer  and  tenant,   to  ten- 
ant alone.     In  each  case,   a  different  situation  and  a  different  type 
of  housing  was  created.     Where  the  construction  was  completely  the 
responsibility  of  the  developer,   standardized  units  resulted.  Where 
the  conversion  of  a  building  was  primarily  the  responsibility  of  the 
tenant,   alterations  to  the  general  building  necessary  to  public  safe- 
ty were  often  overlooked  or  left  until  last,  due  to  a  lack  of  general 
supervision. 


Tax  Benefits 

The  expanded  J-51  real  estate  tax  abatement  program  is   the  major  tax 
subsidy  program  available  for  residential  conversions. 

Both  160  Bleeker  Street  and  8  8  Lexington  Avenue  will  be  exempt  from 
an  increase  in  assessment  for  12  years  and  have  their  taxes  abated 
for  at  least  15  years.     In  both  cases  the  high  assessed  values  of 
these  buildings  were  offset  by  the  high  construction  costs    (and  Cer- 
tified Reasonable  Costs)   of  the  conversion. 

The  project  at  73  Warren  Street  will  be  exempt  from  increased  assess- 
ment and  have  its  taxes  abated  for  twelve  years.      (In  fact,  the  ex- 
tension of  J-51  benefits  was  a  major  inducement  to  begin  this  pro- 
ject.    It  is  probably  the  only  building  studied  which  would  not  have 
been  profitable  without  such  benefits.)     The  J-51  program  could  also 
be  seen  as  inducement  to  obtain  a  Certificate  of  Occupancy  since  it 
is  required  before  granting  J-51  benefits.     The  one  case  study  which 
would  have  demonstrated  this  possibility,   55  East  11th  Street,  was 
denied  J-51  benefits  because  its  construction  period  exceeded  the 
two-year  maximum  conversion  time  allowed  for  cooperatives. 

The  projects  on  Greenwich  Street,  West  27th  Street  and  Broadway  are 
all  without  Certificates  of  Occupancy  and  as  such  are  ineligible  for 
the  J-51  program.     The  owners  of  West  27th  Street  and  Greenwich 
Street  are  interested  in  obtaining  tax  benefits  if  their  buildings 
eventually  conform.     The  Broadway  project  has  already  passed  the  two- 
year  construction  time  limit. 
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From  the  seven  buildings  studied,  J-51  benefits  proved  to  be  most 
useful  to  the  projects  which  had  more  substantial  investment  and 
greater  developer  control.     Two  of  these  projects  were  conceived 
as  projects  eligible  for  J-51,  and  the  third  was  begun  before  the 
extension  of  eligibility  to  conversions.     The  J-51  program  could 
also  be  of  use  to  projects  with  smaller  budgets,  except  for  the 
greater  length  of  time  and  capital  these  poorly  funded  projects 
usually  take  for  completion. 
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CHAPTER  FIVE 


MAJOR  ISSUES 

Enforcement  Issues 

A  complex  framework  of  ordinances  regulates  construction  and  use  of 
buildings  to  protect  property  values,  public  health  and  safety  and 
the  public  purpose.     Current  lack  of  enforcement  of  these  ordinances 

-  the  Building  Code,  Multiple  Dwelling  Law,  and  the  New  York  City 
Zoning  Resolution  -  has  led  to  problems  in  four  areas : 

1.  Land  Use  Policy  -  The  City's  land  use  policy,  as  articulated  in 
the  Zoning  Resolution,  is  being  ignored.  Buildings  in  Manufac- 
turing Zones  not  open  to  residential  use  are  being  converted  to 
residences.  Approximately  90%  of  these  buildings  are  converted 
outside  of  the  Buildings  Department's  awareness  or  supervision. 
Many  of  the  remaining  10%  of  converted  buildings  have  been  able 
to  obtain  Certificates  of  Occupancy  only  through  zoning  varian- 
ces awarded  by  the  Board  of  Standards  and  Appeals. 

The  lack  of  enforcement  and  supervision  of  conversions  in  Manu- 
facturing Zones  by  the  Buildings  Department,  and  the  availabil- 
ity,  to  a  considerable  extent,  of  variances  from  the  Board  of 
Standards  and  Appeals,  has  undermined  the  stated  intentions  of 
public  policy. 

2.  Property  Values  -     Property  values  in  Manufacturing  Zones  have 
increased  with  the  advent  of  new  uses  competing  outside  the  law 
for  loft  space.     The  property  values  of  loft  buildings  in  all 
areas  have  increased  in  response  to  the  unorthodox  development 
procedures  allowed  by  a  lack  of  enforcement  of  the  City's  ordi- 
nances.    Developments  which  do  not  conform  to  the  building  codes 
and  regulations  are  less  expensive  than  conforming  developments 
and  in  a  market  of  open  competition  for  buildings  can  afford 
higher  acquisition  costs.     Legitimate  development  is  in  danger 
of  being  priced  out  of  the  market  place  as  a  result  of  the  lack 
of  regulation. 

3.  Public  Safety  -     Housing  units  which  are  not  inspected  by  the 
Buildings  Department  prior  to  occupancy  may  have  hazards  to 
health  and  safety  as  a  result  of  construction  methods  concerned 
with  fire,  electical,  gas,  plumbing  and  mechanical  services. 

4.  Public  Protection  -     Residential  tenants  of  buildings  without  a 
residential  Certificate  of  Occupancy  are  in  violation  of  the  New 
York  City  Building  Code  and  Zoning  Ordinance.     They  are  consid- 
ered illegal  occupants  and  as  such  are  subject  to  eviction. 

The  threat  of  eviction  coupled  with  the  large  investments  of  the 
tenant  in  the  fixtures  of  this  dwelling  can  be  used  to  manipu- 
late tenants  to  obtain  unreasonable  rent  increases  or  building 
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improvements  which  are  inherited  by  the  owner  after  a  tenant 
leaves  or  is  evicted.     As  illegal  residents,   tenants  are  not 
fully  protected  by  tenant-landlord  case  law,   the  Housing  Main- 
tenance Code  or  Rent  Stabilization,     Buildings  with  illegal  oc 
cupants  are  unlikely  to  be  protected  by  liability  insurance 
coverage . 

These  enforcement  issues  exist  for  the  following  reasons: 

1.     The  process  of  filing  plans,  granting  permits,   inspection  on 
site  and  granting  Certificates  of  Occupancy  was  developed  for 
construction  where: 

a)  All  construction  happens  continuously  until  completion. 

b)  Construction  is  initiated  and  supervised  by  the  building 
owner   (owner  or  owner's  agent  are  only  persons  allowed 
to  file  for  permits,  etc.). 

c)  Building  is  not  occupied  until  construction  is  complete. 

In  most  loft  conversions: 

a)  Conversion  happens  floor  by  floor  with  no  comprehensive  pi 
and  no  anticipation  of  building  law  compliance. 

b)  Construction  happens  sporadically  over  an  extended  period. 

c)  Construction  is  instigated  and  supervised  by  the  tenant. 

d)  Tenant  occupies  his  space  throughout  construction. 


2.  City  policy  has  not  kept  up  with  changes  in  the  real  estate  ma 
ket  and  changes  in  the  demand  for  loft  space  creating  an  econo 
hardship  for  many  building  owners.  Proceedings  to  obtain  vari 
ances  at  the  Board  of  Standards  and  Appeals  are  both  costly  an 
time  consuming. 


3.  The  market  demand  for  new  residential  space  in  converted  build 
ings  means  there  is  a  ready  tenant  unconcerned  with  or  -unaware 
of  legality  of  occupancy  or  compliance  with  Buildings  Departme 
procedures . 


4.     Most  compliance  with  building  regulations  has  been  voluntary: 

a)     If  a  building  or  alteration  permit  is  not  applied  for,  the 
Buildings  Department  is  not  aware  of  the  construction. 
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b)     Often  loft  buildings  are  converted  using  permits  for  artists' 
studios  and  later  converted  to  living  quarters. 


5.     In  many  cases  it  is  not  to  the  owner's  benefit  to  file  with  the 
Buildings  Department  and  obtain  a  Certificate  of  Occupancy: 

a)  If  the  building  is  sold  as  a  cooperative,  the  developer's 
return  is  not  affected  by  a  lack  of  Certificate  of  Occu- 
pancy. 

b)  If  the  building  is  rented,   tenants  do  not  inquire  about  a 
Certificate  of  Occupancy  and  the  owner's  return  is  not  af- 
fected. 

c)  Added  alteration  costs  necessary  for  conformance  with  build- 
ing regulations  are  expensive. 

d)  If  the  building  is  in  a  zone  which  prohibits  residential  use 
variance  proceedings  are  costly. 


Since  a  building  owner  must  pay  a  great  deal  in  order  to  conform  to 
the  building  regulations,  a  Certificate  of  Occupancy  is  to  the  own- 
er's benefit  only  if  he  is  making  a  substantial  capital  investment, 
must  refinance  or  if  he  intends  to  file  for  J- 51  benefits. 


6.     Building  owners  and  the  general  public  are  not  well  informed  a- 
bout  compliance: 

a)     Regulations  are  extremely  complex  and  generally  require  pro- 
fessional explication;   therefore,   tenants  and  landlords  are 
usually  not  aware  of  requirements  and  procedures. 


b)     Since  professional  fees  are  costly,  many  of  these  projects 
which  have  minimal  budgets  cannot  afford  professional  assis- 
tance . 


c)     Since  the  permit  application  process  is  conducted  between 

the  owner's  representative  and  a  limited  number  of  Buildings 
Department  inspectors ,  owners  who  use  architects  with  a 
great  deal  of  experience  and  familiarity  at  the  Buildings 
Department  have  an  advantage  over  those  with  less  experienced 
representatives . 


7.     Many  newly  converted  buildings  are  owned  cooperatively  rather 
than  rented.     In  filing  a  prospectus  with  the  State  Attorney 
General    when  offering  a  building  for  cooperative  ownership,  the 
sponsor  is  required  to  disclose  all  of  the  building's  liabili- 
ties.    The  expenses  necessary  to  obtain  a  residential  Certifi- 
cate of  Occupancy  are  not  currently  considered  a  liability  by 
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the  State  Attorney  General's  Office, 

8.     In  many  cases,  enforcement  of  building  laws  in  conversion  areas 
has  not  been  politically  desirable. 


Land  Use  Issues 

The  new  competition  by  residential  use  for  manufacturing  and  commer 
cial  space  has  altered  the  market  and  development  climate  of  Manhat 
tan.     It  has  also  created  serious  discrepancies  between  the  City's 
existing  land  use  policies  and  actual  real  estate  activity.  Severa 
problems  have  resulted. 

1.  Vacancy  -  The  steady  decrease  in  the  number  of  industrial  firms 
working  in  Manhattan  has  left  owners  of  some  manufacturing 
buildings  in  a  situation  of  economic  hardship.     City  policy  has 
been  to  restrict  the  occupancy  of  buildings  in  manufacturing 
zones  to  industrial  or  commercial  use.     With  a  decline  in  deman 
for  such  use,  vacancy  is  the  only  other  use  permitted  by  law. 

2.  Manufacturing  use  cannot  compete  economically  with  unregulated 
residential  use  in  the  current  market  for  loft  space. 

3.  Location  and  density  of  residential  use  are  uncontrolled. 

4.  New  residential  areas  are  developing  with  the  City's  supervisic 

5.  Existing  City  policy  is  unenforced. 

These  policy  issues  arise  out  of  the  following  conflicts: 

1.  Changes  in  market  -  the  1961  Zoning  Resolution  chose  to  restric 
uses  to  inflexible  groups  and  areas  but  today's  housing  market 
is  strong  enough  to  induce  developers  to  ignore  use  groups  and 
zoning  in  order  to  meet  demand. 

2.  Changes  in  City  policy  -  the  regulatory  concept  of  the  current 
Zoning  Resolution  rests  on  the  assumption  that  it  is  the  prima: 
tool  of  City  policy  controlling  development  activity.     With  mor 
direct  subsidy  programs  available  for  specific  uses,   the  curren 
zoning  control  is  less  effective  and  may  no  longer  be  appropria 

3.  Lack  of  coordination  of  City  policy  -  existing  City  policy  and 
programs  are  not  in  agreement  with  current  intent,  with  the  put 
lie  interest,  or  with  themselves. 

a)  Inflexible  use  groups  and  homogeneous  zoning  districts  fore 
vacancy  or  illegal  occupancy  on  building  owners  in  Manufac- 
turing Zones.  They  also  force  a  complete  conversion  and  en 
courage  the  expulsion  of  tenants  from  buildings  in  Manufac- 
turing Zones.     Administrative  procedures  discourage  feasibl 
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and  economically  desirable  mixed  use, 

b)  Incentives  are  provided  by  the  Zoning  Resolution  for  replace- 
ment of  manufacturing  by  residence  in  Commercia.  Zones. 

c)  The  existing  City  policy  of  protection  for  homogeneous  zones 
is  undermined  by  the  number  of  variances  granted  at  the 
Board  of  Standards  and  Appeals,  and  the  inability  to  enforce 
the  Zoning  Resolution. 

d)  Tax  subsidies  are  supplied  to  housing  converted  from  indus- 
trial buildings  although  these  buildings  may  be  economically 
viable  for  their  present  use.     The  zoning  intended  to  pro- 
tect industrial  use  is  no  longer  effective  and  comparable 
direct  subsidy  programs  for  industrial  use  have  not  been 
developed. 


Housing  Issues 

The  development  and  conversion  of  non-residential  buildings  to  resi- 
dential use  is  creating  new  housing  at  an  accelerated  rate.     At  the 
moment,  this  housing  is  being  created  outside  of  municipal  regula- 
tion. 

Some  issues  arising  from  this  situation  deserve  attention: 

1.  Size  of  Dwelling  Unit  -  Although  conversion  is  a  less  expensive 
means  of  creating  housing  than  new  construction,   in  many  conver- 
sions apartment  size  is  as  small  as  or  smaller  than  in  new  con- 
struction. 

2.  Poor  Design  -  Inadequate  living  spaces  are  common,  where  a  max- 
imum number  of  apartments  fill  a  space  not  originally  intended 
for  residential  use. 

3.  Light  and  Air  -  Buildings  with  small  back  yards  and  limited  street 
frontage  cannot  supply  the  same  amount  of  light  and  air  as  re- 
quired for  new  construction. 

4.  Density  -  Density  of  residential  occupancy  is  unregulated. 

5.  Mixed  Use  -  Buildings  converted  by  a  slow,  piecemeal  process  can 
contain  hazardous  commercial  and  manufacturing  uses  above  and 
below  residential  uses. 

Other  safety  hazards  may  be  presented  by  people  living  in  spaces 
under  construction. 

6.  Illegal  Occupancy  -  a  vast  majority  of  cases  avoid  the  admini- 
strative procedure  completely,  creating  lack  of  compliance  with 
the  City's  policy  objectives  as  articulated  in  the  Building  Code, 
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Multiple  Dwelling  Law  and  Zoning  Resolution.  Illegal  occupancy 
offers  little  protection  to  either  the  occupant  or  the  public. 


These  problems  arise  primarily  out  of  the  City's  lack  of  understand- 
ing of  a  major  new  form  of  housing  development.     Areas  affected  in- 
clude : 

1.  Housing  policy  and  programs  are  not  related  to  the  new  con- 
straints and  opportunities  inherent  in  non-residential  building 
types.     Where  the  City  has  been  responsive,   a  lack  of  coordina- 
tion with  other  policies  and  programs  exists. 

a)  The  Building  Code  and  Multiple  Dwelling  Law  do  not  adequate- 
ly deal  with  mixed  use,  live-in  construction  or  housing  cre- 
ated in  non-residential  buildings. 

b)  The  Zoning  Resolution  contains  light  and  air  standards  which 
do  not  recognize  the  constraints  of  residential  conversion. 
The  strict  separation  of  uses  which  was  a  key  element  of  the 
1961  Resolution  is  directly  opposed  to  the  mixed  usa  type  of 
development  which  is  now  occurring.     Provisions  which  allow 
a  waiver  of  bulk  and  density  controls  for  conforming  uses 
which  replace  non-conforming  uses  in  commercial  zones  often 
result  in  a  substandard  level  of  housing  quality. 

c)  The  awarding  of  housing  incentive  tax  subsidy  benefits,  re- 
lated to  both  number  of  rooms  and  number  of  units  occurs 
without  regard  to  the  effect  on  unit  size,  appropriateness 
related  to  building  type  or  density. 

2.  No  clear  policy  guidelines  exist  for  variances  granted  to  con- 
versions : 

a)  Community  Boards  lack  a  complete  understanding  of  both  the 
conversion  process  and  the  administrative  framework  meant 
to  govern  it.     Boards  also  lack  the  technical  assistance 
necessary  to  evaluate  projects  and  the  impact  of  variances 
on  their  communities. 

b)  The  Board  of  Standards  and  Appeals,   in  relaxing  density, 
light  and  air,  and  public  safety  standards  in  response  to 
the  economic  hardship  which  buildings  to  be  converted  must 
demonstrate,  has  allowed  conversions  to  bypass  existing  City 
policy  on  an  inconsistent  case-by-case  basis. 

3.  Administrative  procedures  are  not  cognizant  of  the  nature  of  the 
development  process  used  by  most  conversions: 

a).     Floor  by  floor,   live-in  conversion  is  not  recognized  or 
allowed. 
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b)     Permits  and  certificates  must  be  applied  for  by  the  owner  or 
his  work  agent,  whereas  in  many  conversions,  the  tenant  un- 
dertakes much  of  the  work, 

There  is  a  lack  of  enforcement  of  the  existing  City  housing 
standards  embodied  in  the  Building  Code,  Multiple  Dwelling  Law, 
and  Zoning  Resolution. 

Tenants  or  cooperative  owners'   liabilities  are  often  unclear  and 
unregulated.     Commercial  leases  do  not  protect  tenant  invest-^  - 
ment  in  fixtures;   insurance  coverage  for  owner  liability  does 
not  apply  to  illegal  uses;   current  requirements  for  establishing 
cooperatives  relieve  the  sponsor  of  responsibility  for  legality. 


CHAPTER  SIX 

CONCLUSIONS  AND  RECOMMENDATIONS 


Conclusions 


The  information  and  issues  which  have  been  developed  in  the  course 
of  this  study  provide  several  major  conclusions: 

1.     Residential  re-use  of  industrial  and  commercial  buildings  is 

taking  place  at  a  significant  level.     This  activity  is  a  result 
of  some  major  changes  in  the  City's  economic  base.     Reduced  de- 
mand for  industrial  and  secondary  office  space  in  Manhattan  has 
created  high  vacancy  rates  in  older  business  properties.     At  the 
same  time,   there  is  an  increasing  market  demand  for  this  space 
for  residential  use.     Residential  re-use  usually  requires  a  sub- 
stantial investment  and  this  is  an  important  new  form  of  econom- 
ic development. 

?..     At  present,  conversion  activities  are  largely  unregulated,  taking 
place  outside  the  City's  established  policy  and  enforcement 
framework.     Of  the  nearly  1,000  buildings  having  three  or  more 
occupied  housing  units  identified  by  the  Study,  only  87,  less 
than  10%,  have  valid  Certificates  of  Occupancy  for  residential 
use . 

3.     Residential  re-use  of  non-residential  buildings  has  created  im- 
portant policy  concerns: 

a)  The  impact  of  a  strong  residential  demand  on  space  occupied 
at  present  by  business  uses,  and  the  continued  business  use 
of  such  space. 

b)  The  adequacy,  with  respect  to  health  and  safety,  of  housing 
being  created  by  an  ad  hoc,  unregulated  conversion  process, 
and  its  potential  hazard  and  liability  to  the  public,  indi- 
viduals, and  property. 

c)  Adequate  protection  for  tenants,  cooperators  and  property 
owners  in  an  unregulated  new  form  of  housing  development. 

d)  Where  definite  regulation  exists,   the  degree  to  which  there 
is  a  lack  of  enforcement  is  such  that  the  City's  land  use 
objectives  and  policy  cannot  be  met. 

These  concerns  are  primarily  related  to  the  ineffectiveness 
and  inconsistency  of  present  land  use  and  conversion  poli- 
cies and  programs.     Many  City  land  use  programs  and  policies 
are  inappropriate  because  they  are  aimed  at  traditional  de- 
velopment and  they  do  not  reflect  the  issues  created  by 
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building  conversion  as  a  new  form  of  housing  development. 
Where  housing,  economic  development  and  zoning  programs 
have  been  established  to  respond  to  specific  problems,  they 
have  been  created  by  separate  City  agencies,  with  a  lack  of 
economic  balance  in  types  of  control,  incentives  and  subsi- 
dies. The  result  is  often  in  conflict  with  the  City's  ec- 
onomic and  housing  objectives. 

4.     Without  adequate  enforcement  and  inter-agency  coordination  of  a 
comprehensive  program,   any  new  actions  undertaken  by  individual 
agencies  will  not  be  effective  in  dealing  with  the  serious  is- 
sues raised  by  this  form  of  economic  development. 


Recommendations 

The  major  recommendations  of  this  study  is  that  a  two  part  strategy 
be  adopted.     Necessary  work  should  be  undertaken  by  an  inter-govern- 
mental committee  chaired  by  the  Chairman  of  the  City  Planning  Com- 
mission.    This  group  should  consist  of  the  Department  of  City  Plan- 
ning, The  Mayor's  Midtown  Action  Office  and  other  related  City  and 
State  agencies  and  undertaken  with  the  cooperation  of  real  estate, 
industry  and  labor  groups,   and  the  affected  Community  Boards.  The 
following  specific  actions  should  be  commenced: 


Actions  to  Rationalize  the  Existing  Situation 

A.     Department  of  City  Planning  and  Mayor's  Midtown  Action  Office 
should  undertake: 

1.     Zoning  changes  to  remove  current  threats  to  the  preservation 
of  industrial  jobs  in  Commercial  Zones,  and  to  allow  mixed 
uses  to  co-exist  where  fire  hazard  is  not  an  issue: 

a)  Article  V  of  the  New  York  City  Zoning  Resolution  should 
be  amended  to  exempt  industrial  buildings  in  Commercial 
Zones  from  the  provisions  of  Section  52-31  (elimination 
of  bulk  restrictions) ,   Section  52-41   (restriction  of 
extension  of  space) ,   and  Section  52-61    (two-year  vacan- 
cy clause) ;   these  actions  will  remove  the  incentives 
that  developers  now  have  to  convert  industrial  buildings 
to  residential  use  and  will  treat  industrial  uses  as 
conforming  uses  in  Commercial  Zones. 

b)  Use  groups  should  be  organized  to  include  residential 
and  non-residential  uses  that,  because  they  are  medium 
fire  hazards,   are  compatible  with  industrial  uses;  such 
a  use  group  structure  would  provide  a  legal  way  for  more 
flexible  mixed  use  building  conversion  and  allow  indus- 
tries in  such  buildings  to  remain. 
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2 .     Public  Information: 

a)  Material  should  be  developed  and  published  to  advise 
business,   labor  and  tenant  groups  of  City  policy,  oc- 
cupancy rights,  economic  programs  and  procedures. 

b)  Developers  and  tenants  of  residential  conversions  should 
be  provided  with  information  on  City  policy,  building 
law  and  administrative  procedures,   tenants  rights  and 
co-op  ownership  liabilities  and  responsibilities. 

c)  An  information  package  should  be  prepared  and  distribu- 
ted to  Community  Boards,  citizens  groups  and  the  Eoard 
of  Standards  and  Appeals  identifying  planning  policy  and 
establishing  guidelines  for  consideration  of  variances. 


B.  The  City  Planning  Department  and  the  Mayor's  Midtown  Action  Of- 
fice should  begin  to  work  with  other  agencies  to  insure  the  ef- 
fectiveness of  City  policies  and  programs. 

1.  Buildings  Department: 

a)  Improve  enforcement  of  Building  and  Zoning  laws. 

b)  Develop  mixed  use  regulations  to  permit  non-hazardous 
use  mixes  in  converted  buildings. 

c)  Revise  Certificate  of  Occupancy  procedures  to  take  into 
account  the  incremental  nature  of  many  building  conver- 
sions and  the  current  distributions  of  construction  re- 
sponsibility. 

2.  Data  resources  should  be  jointly  developed  by  all  affected 
agencies  and  kept  up-to-date  to  monitor  the  effectiveness 
of  City  programs  and  changes  in  the  nature  of  development 
and  other  economic  activities  related  to  conversion. 

3.  New  York  State: 

a)  Attorney  General  -  new  forms  of  co-op  procedures  should 
be  developed  providing  guarantees  by  co-op  sponsors  to 
assume  responsibility  and  liability  for  compliance  with 
local  laws. 

b)  Insurance  -  State  Insurance  Administration  should  make 
sure  that  companies  are  aware  of  illegal  use  activities 
and  that  policy  procedures  are  reviewed  and  revised  if 
necessary  to  maintain  public  protection. 

c)  Banking  -  co-op  loans  secured  by  personal  credit,  not 
property,  provide  benefits  to  lending  institutions. 
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Such  loans  provide  an  equity  base  for  illegal  invest- 
ments. Co-op  loan  procedures  should  be  carefully  re- 
viewed. 

4.     Real  Estate  Industry: 

a)  Cooperative  procedures  should  be  developed  to  protect 
the  legitimate  real  estate  industry  from  the  unfair 
competition  of  illegal  conversion. 

b)  Forms  of  landlord/tenant  agreements  should  be  developed 
to  protect  existing  manufacturing  tenants  from  forced 
displacement  from  viable  buildings . 

c)  Since  many  conversions  are  developed  with  substantial 
residential  tenant  investment,  new  forms  of  lease  agree- 
ments should  be  considered  to  protect  this  type  of 
"joint  development." 


Actions  to  Establish  a  Coordinated  Land  Use  and  Development  Program 
A.  Zoning 

It  is  the  conclusion  of  the  staff  that  while  zoning  does  have  a 
role  to  play  in  any  fully  developed  comprehensive  policy  pro- 
gram,  in  and  of  itself,  it  is  an  inadequate  method  of  solving  all 
of  the  problems  created  by  residential  re-use  of  industrial 
buildings.     The  present  zoning  concept  embodied  in  the  Resolu- 
tion, with  its  emphasis  on  discrete,  homogeneous  use  zones 
should  be  reconsidered.     A  new  mixed  use  zoning  concept  should 
be  examined. 

Mixed  use  zones  should  be  developed  with  the  intent  of  removing 
current  constraints  to  industrial  use  in  Commercial  Zones  and  to 
allow  for  regulated  residential  conversions  in  Manufacturing 
Zones.     Bulk  regulations  for  residential  conversions  need  to  be 
carefully  studied.     Appropriate  density  control  could  be  used 
to  reduce  the  economic  imbalance  that  currently  favors  residen- 
tial conversion. 

Permitted  density  is  a  major  influence  on  the  potential  economic 
value  of  a  residential  conversion.     In  some  buildings,  the  less 
potential  rental  income  generated  from  residential  use,   the  more 
competitive  viable  industrial  use  will  become.     Density  controls 
might  also  be  used  to  structure  potential  value  and  provide  ec- 
onomic incentives  for  mixed  use,  housing  quality  or  additional 
capital  investment  related  to  the  needs  of  the  industrial  of 
housing  space  user. 

Mixed  use  zone  standards  would  apply  to  all  industrial  buildings 
with  conversion  potential  in  Manhattan,  regardless  of  the  zone 
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in  which  they  exist.     Differential  treatment  for  specific  zones 
can  be  developed  within  a  consistent,  mixed  use  concept. 

Any  new  mixed  use  zoning  should  be  implemented  in  concert  with 
the  other  recommended  actions  which  follow.     Additional  research 
in  industrial  and  residential  space  market  demands  is  necessary 
in  order  to  insure  the  development  of  appropriate  standards  for 
density  and  use. 

B.     Development  and  coordination  of  programs  in  all  conversion  re- 
lated policy  «areas. 

Such  programs  should  respond  to  identified  economic  needs  and  be 
consistent  in  their  influence  on  and  relationship  to  other  pro- 
grams in  the  development  and  regulatory  framework.  Effective- 
ness will  be  insured  through  coordination. 

Zoning,   for  example,  best  functions  when  its  role  requires  it  to 
control  or  restrict.     The  cost  of  such  restriction  in  a  dynamic 
marketplace  must  be,  but  seldom  is,   taken  into  account.  Programs 
which  provide  for  direct  benefits  to  industry,   as  programs  like 
J-51  do  for  housing,  are  essential  components  of  an  effective, 
comprehensive  economic  policy. 


1.  Housing 

a)  Revisions  to  the  J-51  program,  related  to  consideration 
of  constraints  and  opportunities  in  non-residential 
building  types,  and  reconsideration  of  current  benefits 
and  their  effect  on  housing  and  industrial  space  markets 
is  necessary. 

b)  All  housing  programs  should  be  coordinated  with  policy 
considerations  developed  in  other  zoning  and  economic 
development  programs. 


2.  Industry 

a)  The  market  demand  for  industrial  use  of  space  over  time 
should  be  studied. 

b)  Current  economic  development  programs  related  to  in- 
dustrial issues  in  areas  where  conversions  are  likely 
to  occur  should  be  reviewed  and  assessed. 

c)  New  programs  which  are  congnizant  of  industrial  needs 
and  coordinated  with  other  programs  for  effectiveness 
should  be  developed. 
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